HIGHLIGHTS
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These synopses are intended only as aids to the reader in
identifying the subject matter covered. They may not be relied
upon as authoritative interpretations.

INCOME TAX

Rev. Rul. 96-44, page 4.

Interest rates; underpayments and overpayments.
The rate of interest determined under section 6621 of
the Code for the calendar quarter beginning October 1,
1996, will be 8 percent for overpayments, 9 percent for
underpayments, and 11 percent for large corporate
underpayments. The rate of interest paid on the portion
of a corporation overpayment exceeding $10,000 is 6.5
percent.

Rev. Proc. 96-46, page 144.

Low-Income Housing Tax Credit. This procedure pub-
lishes the amounts of unused housing credit carryovers
allocated to qualified states under section 42(h)(3)(D) of
the Code for calendar year 1996.

EXEMPT ORGANIZATIONS

Announcement 96-92, page 151.

Beginning September 1, 1996, requests for employee
plan determination letters and applications for recogni-
tion of tax exemption, formerly sent to key district
offices in Atlanta, Georgia, and Baltimore, Maryland,
should be sent to the Internal Revenue Service Center in
Covington, Kentucky.

Announcement 96-94, page 153.
A list is given of organizations now classified as private
foundations. Also, Citizen Policy Research Inc., East
Harwich, MA, is now classified as an organization that is
not a private operating foundation.

Finding Lists begin on page 159.
Announcement of Disbarments and Suspensions begins on page 155.

Bulletin No. 1996-38
September 16, 1996

ESTATE TAX

REG-208215-91, page 145.
Proposed regulations relate to the treatment of disclaim-
ers for estate and gift tax purposes.

ADMINISTRATIVE

P.L. 104-134, page 7.

An Act making appropriations for fiscal year 1996 to
make a further downpayment toward a balanced budget,
and for the other purposes, is reproduced.

P.L. 104-168, page 8.

An Act to amend the Internal Revenue Code of 1986, to
provide for increased taxpayer protections, is repro-
duced.

Announcement 96-88, page 150.

Telephone numbers are required on 1996 recipient
statements (Forms W-2G, 1098, 1099, and 8308), but
the penalty under section 6722 of the Code may be
waived if the number is not on the 1996 form.

Announcement 96-93, page 151.

INTL-062-90; INTL-0032-93; INTL-52-86; INTL-52-
94, 1996-19 |.R.B. 26, relating to the withholding of
income tax under sections 1441 and 1442 on certain
U.S. source income paid to foreign persons, the related
tax deposit and reporting requirements under section
1461, and the related collection, refunds, and credits of
withheld tax under sections 1461 through 1463, are
corrected.



Mission of the Service

The purpose of the Internal Revenue Service is to
collect the proper amount of tax revenue at the least
cost; serve the public by continually improving the

Statement of Principles
of Internal Revenue
Tax Administration

The function of the Internal Revenue Service is to
administer the Internal Revenue Code. Tax policy
for raising revenue is determined by Congress.

With this in mind, it is the duty of the Service to
carry out that policy by correctly applying the laws
enacted by Congress; to determine the reasonable
meaning of various Code provisions in light of the
Congressional purpose in enacting them; and to
perform this work in a fair and impartial manner,
with neither a government nor a taxpayer point of view.

At the heart of administration is interpretation of the
Code. It is the responsibility of each person in the
Service, charged with the duty of interpreting the
law, to try to find the true meaning of the statutory
provision and not to adopt a strained construction in
the belief that he or she is “protecting the revenue.”
The revenue is properly protected only when we as-
certain and apply the true meaning of the statute.

quality of our products and services; and perform in a
manner warranting the highest degree of public
confidence in our integrity, efficiency and fairness.

The Service also has the responsibility of applying
and administering the law in a reasonable,
practical manner. Issues should only be raised by
examining officers when they have merit, never
arbitrarily or for trading purposes. At the same
time, the examining officer should never hesitate
to raise a meritorious issue. It is also important
that care be exercised not to raise an issue or to
ask a court to adopt a position inconsistent with
an established Service position.

Administration should be both reasonable and
vigorous. It should be conducted with as little
delay as possible and with great courtesy and
considerateness. It should never try to overreach,
and should be reasonable within the bounds of law
and sound administration. It should, however, be
vigorous in requiring compliance with law and it
should be relentless in its attack on unreal tax
devices and fraud.



Introduction

The Internal Revenue Bulletin is the authoritative instru-
ment of the Commissioner of Internal Revenue for
announcing official rulings and procedures of the Inter-
nal Revenue Service and for publishing Treasury Deci-
sions, Executive Orders, Tax Conventions, legislation,
court decisions, and other items of general interest. It is
published weekly and may be obtained from the Superin-
tendent of Documents on a subscription basis. Bulletin
contents of a permanent nature are consolidated semi-
annually into Cumulative Bulletins, which are sold on a
single-copy basis.

It is the policy of the Service to publish in the Bulletin all
substantive rulings necessary to promote a uniform
application of the tax laws, including all rulings that
supersede, revoke, modify, or amend any of those
previously published in the Bulletin. All published rulings
apply retroactively unless otherwise indicated. Proce-
dures relating solely to matters of internal management
are not published; however, statements of internal
practices and procedures that affect the rights and
duties of taxpayers are published.

Revenue rulings represent the conclusions of the Ser-
vice on the application of the law to the pivotal facts
stated in the revenue ruling. In those based on positions
taken in rulings to taxpayers or technical advice to
Service field offices, identifying details and information
of a confidential nature are deleted to prevent unwar-
ranted invasions of privacy and to comply with statutory
requirements.

Rulings and procedures reported in the Bulletin do not
have the force and effect of Treasury Department
Regulations, but they may be used as precedents.
Unpublished rulings will not be relied on, used, or cited
as precedents by Service personnel in the disposition of
other cases. In applying published rulings and proce-
dures, the effect of subsequent legislation, regulations,

court decisions, rulings, and procedures must be consid-
ered, and Service personnel and others concerned are
cautioned against reaching the same conclusions in
other cases unless the facts and circumstances are
substantially the same.

The Bulletin is divided into four parts as follows:

Part 1.—1986 Code.
This part includes rulings and decisions based on
provisions of the Internal Revenue Code of 1986.

Part Il.—Treaties and Tax Legislation.

This part is divided into two subparts as follows:
Subpart A, Tax Conventions, and Subpart B, Legislation
and Related Committee Reports.

Part Ill.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to
these subjects are contained in the other Parts and
Subparts. Also included in this part are Bank Secrecy
Act Administrative Rulings. Bank Secrecy Act Administra-
tive Rulings are issued by the Department of the
Treasury’s Office of the Assistant Secretary (Enforce-
ment).

Part IV.—Items of General Interest.

With the exception of the Notice of Proposed Rulemak-
ing and the disbarment and suspension list included in
this part, none of these announcements are consoli-
dated in the Cumulative Bulletins.

The first Bulletin for each month includes an index for
the matters published during the preceding month.
These monthly indexes are cumulated on a quarterly and
semiannual basis, and are published in the first Bulletin
of the succeeding quarterly and semi-annual period,
respectively.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents U.S. Government Printing Office, Washington, D.C. 20402.



Part I. Rulings and Decisions Under the Internal Revenue Code of 1986

Section 42.—Low-Income Housing § 6621(a)(2), the underpayment rate ibased on daily compounding because

Credit the sum of the federal short-term ratehat rate is most consistent with 8 6621
26 CER 1.42-14: Allocation rules for post_1989plus 3 _percentage pom'Fs. wh_lch, pursuant to § 6622, is subject to
State housing credit ceiling amounts. Section 6621(c) provides that for pur-daily compounding.

. . oses of interest payable under § 6601 Rounded to the nearest full percent,
o rocedre pulstes e cmounts o el arge corporate. underpaymenthe federal shortterm rate based_on
states under section 42(h)(3)(D) of the Coddhe  underpayment rate  undedaily compounding determined during
for calendar year 1996. See Rev. Proc. 96-468 6621(a)(2) is determined by substitutthe month of July 1996 is 6 percent.
page 144. ing “5 percentage points” for “3 per- Accordingly, an overpayment rate of 8
centage points.” See § 6621(c) andPercent and an uqderpayment rate of 9
Section 6621.— Determination of § 301.6621-3 of the Regulations orpercent are established for the calendar
Interest Rate Procedure and Administration for thequarter beginning October 1, 1996. The
definition of a large corporate underpay-Overpayment rate for the portion of
ment and for the rules for determiningcorporate overpayments exceeding

Interest rates; underpayments and the applicable rate. Section 6621(0) an&lO,Ooo for the Calendar: quarter begln_
overpayments. The rate of interest de- § 301.6621-3 are generally effective foning October 1, 1996, is 6.5 percent.
termined under section 6621 of theoeriOdS after December 31, 1990. The underpayment rate for Iarge corpo-
Code for the calendar quarter beginning Section 6621(b)(1) provides that the/at® underpayments for the calendar
October 1, 1996, will be 8 percent forSecretary will determine the federa/quarter beginning October 1, 1996, is 11
overpayments, 9 percent for underpayshort-term rate for the first month in percent. _These rates apply to amounts
ments, and 11 percent for large corpoeach calendar quarter. bearing interest during that calendar
rate underpayments. The rate of interest Section 6621(b)(2)(A) provides thatduarter. .
paid on the portion of a corporationthe federal short-term rate determined Interest factors for daily compound
overpayment exceeding $10,000 is 6.5inder § 6621(b)(1) for any month ap-nterestfor annual rates of 6.5 percent, 8

26 CFR 301.6621-1: Interest rate.

ercent. i ; d ercent, 9_ percent, and 11 percent are
P ggZ?nn?ﬁgnfﬁetP iugasingﬁ'tﬁndar q“a”ergubnshed in Tables 66, 69, 71, and 75
Rev. Rul. 96-44 ) of Rev. Proc. 95-17, 1995-1 C.B. 556,

Section 6621(b)(3) provides that the620 623. 625. and 629.

Section 6621 of the Internal Revenudederal short-term rate for any month is™ y - =1 ‘interest rates to be com-
Code establishes different rates for interthe federal short-term rate determined,,\njeq daily pursuant to § 6622 that
est on tax overpayments and interest ofluring such month by the Secretary i pply for prior periods are set forth in
tax underpayments. Under § 6621(a)(1)accordance with § 1274(d), rounded i, 3 :companying tables.
the overpayment rate is the sum ofhe nearest full percent (or, |f_ a multiple
the federal short-term rate plus 2 perof 1/2 of 1 percent, the rate is increase®RAFTING INFORMATION
centage points, except the rate for th& the next highest full percent). The principal author of this revenue
portion of a corporate overpayment of Notice 88-59, 1988-1 C.B. 546, an-yling is Marcia Rachy of the Office of
tax exceeding $10,000 for a taxablenounced that in determining the quaragsistant Chief Counsel (Income Tax
period is the sum of the federal shortterly interest rates to be used for overyng Accounting). For further information
term rate plus 0.5 of a percentage poinpayments and underpayments of ta}‘egarding this revenue ruling, contact
for interest computations made afteunder § 6621, the Internal Revenue Sefys. Rachy on (202) 622-4940 (not a

December 31, 1994. Under vice will use the federal short-term rateyg||free call).
TABLE OF INTEREST RATES
PERIODS BEFORE JUL. 1, 1975-PERIODS ENDING DEC. 31, 1986
OVERPAYMENTS AND UNDERPAYMENTS

PERIOD RATE DAILY RATE TABLE IN 1995-1 C.B.
Before Jul. 1, 1975 6% Table 2, pg. 557
Jul. 1, 1975—Jan. 31, 1976 9% Table 4, pg. 559
Feb. 1, 1976—Jan. 31, 1978 7% Table 3, pg. 558
Feb. 1, 1978—Jan. 31, 1980 6% Table 2, pg. 557
Feb. 1, 1980—Jan. 31, 1982 12% Table 5, pg. 560
Feb. 1, 1982—Dec. 31, 1982 20% Table 6, pg. 560
Jan. 1, 1983—Jun. 30, 1983 16% Table 37, pg. 591
Jul. 1, 1983—Dec. 31, 1983 11% Table 27, pg. 581
Jan. 1, 1984—Jun. 30, 1984 11% Table 75, pg. 629
Jul. 1, 1984—Dec. 31, 1984 11% Table 75, pg. 629
Jan. 1, 1985—Jun. 30, 1985 13% Table 31, pg. 585




TABLE OF INTEREST RATES—Continued

PERIODS BEFORE JUL. 1, 1975-PERIODS ENDING DEC. 31, 1986
OVERPAYMENTS AND UNDERPAYMENTS
DAILY RATE TABLE IN 1995-1 C.B.

PERIOD

Jul. 1, 1985—Dec. 31, 1985
Jan. 1, 1986—Jun. 30, 1986
Jul. 1, 1986—Dec. 31, 1986

RATE
11%

10%

9%

Table 27,
Table 25

pg. 581
pg. 579

Table 23, pg. 577

Jan. 1, 1987—Mar. 31, 1987
Apr. 1, 1987—Jun. 30, 1987
Jul. 1, 1987—Sep. 30, 1987
Oct. 1, 1987—Dec. 31, 1987
Jan. 1, 1988—Mar. 31, 1988
Apr. 1, 1988—Jun. 30, 1988
Jul. 1, 1988—Sep. 30, 1988
Oct. 1, 1988—Dec. 31, 1988
Jan. 1, 1989—Mar. 31, 1989
Apr. 1, 1989—Jun. 30, 1989
Jul. 1, 1989—Sep. 30, 1989
Oct. 1, 1989—Dec. 31, 1989
Jan. 1, 1990—Mar. 31, 1990
Apr. 1, 1990—Jun. 30, 1990
Jul. 1, 1990—Sep. 30, 1990
Oct. 1, 1990—Dec. 31, 1990
Jan. 1, 1991—Mar. 31, 1991
Apr. 1, 1991—Jun. 30, 1991
Jul. 1, 1991—Sep. 30, 1991
Oct. 1, 1991—Dec. 31, 1991
Jan. 1, 1992—Mar. 31, 1992
Apr. 1, 1992—Jun. 30, 1992
Jul. 1, 1992—Sep. 30, 1992
Oct. 1, 1992—Dec. 31, 1992
Jan. 1, 1993—Mar. 31, 1993
Apr. 1, 1993—Jun. 30, 1993
Jul. 1, 1993—Sep. 30, 1993
Oct. 1, 1993—Dec. 31, 1993
Jan. 1, 1994—Mar. 31, 1994
Apr. 1, 1994—Jun. 30, 1994
Jul. 1, 1994—Sep. 30, 1994
Oct. 1, 1994—Dec. 31, 1994
Jan. 1, 1995—Mar. 31, 1995
Apr. 1, 1995—Jun. 30, 1995
Jul. 1, 1995—Sep. 30, 1995
Oct. 1, 1995—Dec. 31, 1995
Jan. 1, 1996—Mar. 31, 1996
Apr. 1, 1996—Jun. 30, 1996
Jul. 1, 1996—Sep. 30, 1996
Oct. 1, 1996—Dec. 31, 1996

TABLE OF INTERE

ST RATES

FROM JAN. 1, 1987-PRESENT
OVERPAYMENTS

UNDERPAYMENTS

RATE TABLE PG

8%
8%
8%
9%
10%
9%
9%
10%
10%
11%
11%
10%
10%
10%
10%
10%
10%
9%
9%
9%
8%
7%
7%
6%
6%
6%
6%
6%
6%
6%
7%
8%
8%
9%
8%
8%
8%
7%
8%
8%

1995-1 C.B.

21
21

21
23
73
71

71
73
25
27
27
25
25
25
25
25
25
23

23
23
69
67

67
65
17
17

17
17

17
17

19
21
21
23

21
21
69
67

69
69

575
575
575
577
627
625
625
627
579
581
581
579
579
579
579
579
579
577
577
577
623
621
621
619
571
571
571
571
571
571
573
575
575
577
575
575
623
621
623
623

RATE TABLE PG

9%
9%
9%
10%
11%
10%
10%
11%
11%
12%
12%
11%
11%
11%
11%
11%
11%
10%
10%
10%
9%
8%
8%
7%
7%
7%
%
7%
7%
7%
8%
9%
9%
10%
9%
9%
9%
8%
9%
9%

1995-1 C.B.

23
23
23
25
75
73
73
75
27
29
29
27
27
27
27
27
27
25
25
25
71
69
69
67
19
19
19
19
19
19
21
23
23
25
23
23
71
69
71
71

57
571
57

62
62]
62
62
58
58
58

58
58
58

58
57
57
57

623
62
62]
57
573
57
571
57
573
57
577
57
57¢
57
577

623
62
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TABLE OF INTEREST RATES FOR LARGE CORPORATE UNDERPAYMENTS

FROM JANUARY 1, 1991-PRESENT

RATE TABLE PG
1995-1 C.B.
Jan. 1, 1991—Mar. 31, 1991 13% 31 585
Apr. 1, 1991—Jun. 30, 1991 12% 29 583
Jul. 1, 1991—Sep. 30, 1991 12% 29 583
Oct. 1, 1991—Dec. 31, 1991 12% 29 583
Jan. 1, 1992—Mar. 31, 1992 11% 75 629
Apr. 1, 1992—Jun. 30, 1992 10% 73 627
Jul. 1, 1992—Sep. 30, 1992 10% 73 627
Oct. 1, 1992—Dec. 31, 1992 9% 71 625
Jan. 1, 1993—Mar. 31, 1993 9% 23 577
Apr. 1, 1993—Jun. 30, 1993 9% 23 577
Jul. 1, 1993—Sep. 30, 1993 9% 23 577
Oct. 1, 1993—Dec. 31, 1993 9% 23 577
Jan. 1, 1994—Mar. 31, 1994 9% 23 577
Apr. 1, 1994—Jun. 30, 1994 9% 23 577
Jul. 1, 1994—Sep. 30, 1994 10% 25 579
Oct. 1, 1994—Dec. 31, 1994 11% 27 581
Jan. 1, 1995—Mar. 31, 1995 11% 27 581
Apr. 1, 1995—Jun. 30, 1995 12% 29 583
Jul. 1, 1995—Sep. 30, 1995 11% 27 581
Oct. 1, 1995—Dec. 31, 1995 11% 27 581
Jan. 1, 1996—Mar. 31, 1996 11% 75 629
Apr. 1, 1996—Jun. 30, 1996 10% 73 627
Jul. 1, 1996—Sep. 30, 1996 11% 75 629
Oct. 1, 1996—Dec. 31, 1996 11% 75 629
TABLE OF INTEREST RATES FOR CORPORATE OVERPAYMENTS EXCEEDING $10,000
FROM JANUARY 1, 1995-PRESENT
RATE TABLE PG
1995-1 C.B.
Jan. 1, 1995—Mar. 31, 1995 6.5% 18 572
Apr. 1, 1995—Jun. 30, 1995 7.5% 20 574
Jul. 1, 1995—Sep. 30, 1995 6.5% 18 572
Oct. 1, 1995—Dec. 31, 1995 6.5% 18 572
Jan. 1, 1996—Mar. 31, 1996 6.5% 66 620
Apr. 1, 1996—Jun. 30, 1996 5.5% 64 618
Jul. 1, 1996—Sep. 30, 1996 6.5% 66 620
Oct. 1, 1996—Dec. 31, 1996 6.5% 66 620




Part Il. Treaties and Tax Legislation

Subpart B.—Legislation and ()(2) INCLUDED FEDERAL LOAN required under subsection (a), an agency
Related Committee Reports PROGRAM DEFINED.—Subparagraphdescribed in subsection (c)(1)(A) may
- N (C) of section 6103(1)(3) of the Internalsubmit to the Secretary (at such time
Puplic éﬁﬁgigg‘s L sorot Revenue Code of 1986 (relating to disand in such form as the Secretary may
Aoril 26. 1996 closure that applicant for Federal loarPy regulations prescribe) information
P ' has tax delinquent account) is amendegufficient for the Secretary to complete
An Act making appropriations for tg read as follows: such a return on behalf of such agency.
fiscal year 1996 to make a further “ Upon receipt of such information, the
downpayment toward a balanced b“d'l_o AI\EC)PIIQ'\(I)CGL; ADNI|E DDEF::NEEDDEE';“:I(‘” Secretary shall complete such return and
get, and for other purposes. urposes of this paragraph the ter rovide a copy of such return to such
Be it enacted by the Senate ancP P P ph, gency.”

. ~._ncluded Federal loan program’ means )
House of Representatives of the Unite ny program under which the United (D) CONFORMING AMEND

States of America in Congress aSStates or a Federal agency makes, gual\r/-lENTS'_

sembled, . " (i) Subsection (d) of section

e e e e antees, or insures loans.”. 6050P of such Code is amended by
striking “applicable financial entity”

SEC. 2904. COMPOSITION OF oo and inserting “applicable entity”.

NATIONAL COMMISSION ON (m)(2) RETURNS RELATING TO (i) The heading of section

RESTRUCTURING THE INTERNAL CANCELLATION OF INDEBTED- 6050P of such Code is amended to read

REVENUE SERVICE. NESS BY CERTAIN ENTITIES.— as follows:

(@) IN GENERAL.—Section 637(b)- (A) IN GENERAL.—Subsection .o~ =000 RETURNS RELATING

(2) of the Treasury, Postal Service, and@) of section 6050P of the Internal 'y =" <\ CE| | ATION OF
General Government Appropriations ActRevenue Code of 1986 (relating to req\n-pre O\ Fcc By CERTAIN
1996 (Public Law 104-52, 109 Stat.turns relating to the cancellation OfENTITIES.”

509) is amended— indebtedness by certain financial enti- .
(1) by striking “thirteen” and in- ties) is amended by striking “applicableSub art B(I"C))fTI;_?t ﬁbli‘ s?ljb?:?](;l(igrsgoc:f
serting “seventeen”, and financial entity” and inserting “appli- chapter 61 ofpsuch Code is arr?ended b
(2) in subparagraphs (B) and (D)—cable entity”. strikFi)ng the item relating to sectiony
(A) by striking “Two” and in- (B) ENTITIES TO WHICH RE- gn50p and inserting the following new
serting “Four”, and QUIREMENT APPLIES.—Subsection j;om-
(B) by striking “one from pri- (c) of section 6050P of such Code is
vate life” and inserting “three from amended— “Section 6050P. Returns relating
private life”. (i) by redesignating para- to the cancellation of indebtedness

(b) EFFECTIVE DATE.—The graphs (1) and (2) as paragraphs (2) arfy certain entities.”
amendments made by this section shaf), respectively, and inserting before (n) Effective October 1, 1995, section
take effect as if included in the provi-paragraph (2) (as so redesignated) the| of the Administrative Dispute Reso-
sions of the Treasury, Postal Servicefollowing new paragraph: lution Act (Public Law 101-552, U.S.C.

and General Government Appropriations “(1) APPLICABLE ENTITY.— 571 note) shall not apply to the amend

Act, 1996; . The term ‘applicable entity’ means—ment made by section 8(b) of such Act.
“(A) an executive, judicial, or L
SEC. 31001. DEBT COLLECTION legislative agency (as defined in section (u)(2) FEDERAL AGENCY DE-
IMPROVEMENT ACT OF 1996. 3701(a)(4) of title 31, United StatesFINED.—Section 6402(f) of the Internal
ok xx x Code), and Revenue Code of 1986 (26 U.S.C.
(9)(2) INTERNAL ~ REVENUE __ . ‘(B) an applicable financial en- 64,gg(fpég§g/§fd:gégé§aj as follows:
CODE OF 1986.—Subparagraph (A) ofity:"» and : b

o Poses of this section, the term ‘Federal
agency’ means a department, agency or
instrumentality of the United States, and

section 6103(1)(10) of the Internal Rev- (i) in paragraph (3), as s
enue Code of 1986 (26 u.s.c.redes!gnat(elc;&Al)Jy S(tg)k(lg)g “(1)(B)" and
6103(1)(10)) is amended by insertingnserting “ or : ’

“and to officers and employees of the (C) ALTERNATIVE PROCE- gnucétﬁd?;n? ig%ﬁmg&em gggt)i%rnat?& (gfs
Department of the Treasury in connecbDURE.—Section 6050P of such Code i%itle 5, United States Code).”

tion with such reduction” after “6402". amended by adding at the end the T, o

Xk x % following new subsection: o
TThis publication of the law is restricted to " (€) ALTERNATIVE  PROCE- Approved April 26, 1996.
excerpts involving tax matters. DURE.—In lieu of making a return




110 STAT. 1452 PUBLIC LAW 104-168—JULY 30, 1996

July 30, 1996

[FLR. 2357]

Taxpayer Bl of
Bights 2

25 USC 1 note

Pubiic Law 104-188
104th Congress
An Act

To amend the Internal Revenue Code of 1936 to provide for increased tRxpayer
pratestiona.
Be it enocted by the Senate and House of Representintives of
the [Mnited States of Americn in Congress assembled,

SECTION 1. SHORT TITLE; AMENDMENT OF 198¢& CODE; TABLE OF CON-
TENTS.

{a) BHORT TrrLE—This Act be cited as the “Tazps
Bill of Rights 27. ney yer

(b} AMENDMENT COF 1986 CoDE.—Ezcept as otherwise expressly
provided, whenever in thie Aet an amendment or repeal is expressed
m terms of en amendment te, or repeal of, a section or other
Provision, the reference shall be considered to be made to a Rection
ar ather provigion of the Internal Revenue Code of 1388.

{¢) TABLE OF CONTENTS. —

See. 1. Short title; smendment of 1086 Code; teble of contents.
TITLE I—TAXPAYER ADVOCATE
Spc. 101, Eusl':hlinhmmt of poxition of Texpayer Advocpte within Internal Revenae

r¥ice,
See, 102, Expansion of authority o issus Taxpayar Assistancs Onders.

TITLE [I—MODIFICATIONS TO INSTALLMENT AGREEMENT PROVISIONS

201, Notification of remsoos by termination of installment agreements.
202, Adminigtrative review of termination of installment agreement.

TITLE NNI-ARATEMENT OF INTEREST AND PENALTIER

301. Expangion of autherity (o abate interest,

302, Review of IRS follure to abote intaveat.

304, Erbmm.nnd' of interaat-from pariod far payment of tax after notice and de-
mann,

304. Abatement of penalty for failurs to make required deposits of payroll
taxes in certain casas,

TITLE IV—JOINT RETURNS
1. Btudies of joint retucn-relalsd iz,
402, J{;Ll: return may be made after ssparate returne without full peyment of
403, Diaciesura of collection metivitins,
TITLE V- COLLECTTON ACTIVITIES

‘501, Modifications to lien and levy provisions,
502, Modificationa to cartain levy examption smonots.
50T, (sl promiee.

TITLE ¥YI—INFORMATION RETLIRMNY

&01. Livil damages for fraudulent Bling of information retarms.
. B2 Requirement to conduct ressonably iovestigalions of information returns.

¥ REE #X

iEf ¥ ¥¥

39

r,



PUBLIC LAW 104-168—JUILY 30, 1996 110 STAT. 1454

TITLE VII—AWARDING OF CORTS AND CERTAIN FEES

Sec, ‘Til. United States must cotablish that ita positien in procesding was sukaten-
tlally justifed.

fen. T08. Increassd limit on atborney fees.

Sec, T04, Failure to ggree to on net teken into accoumt

Sac. 704, Award of litigetion costs pertnitted In declarstory judgment proceedicge.

TITLE VIH--MODIFICATION TO BECOVERY OF CIVIL DAMAGES FOR
UNAUTHORIZER COLLECGTION ACTTONS

Spe, 801, Increape in limit oo recovery of civil damoges for wnauthorized collection
actions.

Sex. BOZ, Court discretion to ceduce award for litigatiom soata for failura bo axhauer
sdministrative resedies.

TITLE IX—MODIFICATIONS TO PENALTY FOR FAILURE TO COLLECT AND
PAY OVER TAX

See, 801, Preliminary notive eeguirement.

Snc. 90%. Dlaclosure of certain information wherw more thin 1 person liable for pet-
alty for filure to colleet and pay rrer tax. .

Hee. D05, Right of contribution where mere than 1 pereon linhle for penalty for fail-
ure to collect atd oTer tax, ,

Bme. 904, Volunteer hoard mem of tax-rrempt organizations exempt from pan-
alty for failure to collect and pay over tax.

TITLE X—MODIFICATIONS OF RULES RELATING TC SUMMONSES

Sec. 1Q01. Enrolled agwnls included ag third-perty resordbasners,
1002. Safegnards relating to dewpoated sumsaonees.
1008. Annuel repor te Congress concerning dedighated summonses.

TITLE XI—RELIEF FRUIM KETHGACTIVE APPLICATION OF TREASURY
DEPARTMENT REGULATTIONS

1101. BRalief from retroactive application of Treasury Depariment regulations,
TITLE Xil-—-MIBCELLANEQLE PEOYIEIONS

1201. Phone mwamber of person providing payes statements reguired to be
shown on wmuch statetnent.

1302, Reguired notice of cerbain payments.

1203, Unauthorized anticemend ol information disclaanre.

1204, Annual reminders to taxpayers with cutstanding deliguent accounts.

1205, S-yenr extension of autherity for undercover o ions.

1206, Dnestonure of Form 8300 in ation on cash BetionE,

1207, DMeclosure af returne and return miormation 0 Jeaipaee of taxpayar,

1208, Stody of aetting of Intereat on orerpayments amd Liakilities.

1209, Expenses of detection of underpaymants and feod, ete.

121 LUime of private delivery servicts for timely-mailing-as-timaly-filing rule.

1211. Heports oo misconduct of 1HS employeen.

TITLE XIII—REVENTE OFFEETE

Bubtitls A—Application of Failure-to-Pay Penalty to Substitute Raturne
Sec. 1301, Applicetion of failure-to-pay panalty to substitute returnas,

Hubtitle B—Excise Taxer oo Amounts of Privale Bxveie Beoelite

Ser. 1311, Excise texes for failure by certmin charitable organizations to meet cers
tuin gqualification requirementa,

Sec. 1312, Reportiog of cortain oxcies laze wod olber lnformation.

Hee. 1313, Exempt orgonleations required to provide copy of return,

Sec. 1314, Increape in pecalties on axempt ofgnnizations for fadlare (2 file complete
and timely annaal returns.
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TITLE I—TAXPAYER ADVOCATE

BEC. 1l. ESTABLIEHMENT OF POSITION OF TAAPAYER ADVOCATE
WITHIN INTERNAL REVENLE SEERVICE.

{a) GENERAL RULE—Section 7802 (relating tv Commissioner
of Internal Revenue; Asgistant Commissioner (Employes Plans and
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Exempt (rganizationall is amended by adding at the end the follow-
ing new subsection:

Eertablishment.
Govamment
okganization.,

4y Orrice oF TAXPAYER ADWVOCATE. —

1) INn RNERAL.—There ie established in the Internal
Revenue Service an office to be known es the “Office of the
Taxpayer Advocate’, Such office shall be under the supervision
and direction of an official to be known as the “Taxpayer Adve-
vate' who shall be appointed by and raport directly to the
Commiseioner of Internal Revenne, The Taxpayer Advocate
ghall be entitled to compensatiom at the same rate as the
highaet level official reporting directly to the Daputy Commis-
sioner of the Tnternal Revenue Service.

“(2) FUNCTIONS OF OFFICE.—

A} In aENERAL—It shall be the function of the Office

of Taxpayer Advocate to—

“i) anaigt taxpayers in resolving problems= with
the Internal Revenue Service,

“ii) identify areas in which taxpayers have prob-
lems in dealings with the Internal Revenue Serviee,

“iii} to the extent possible, propoee changes in
the adminiatrative practices of the Internal Revenne
Seorvice to mitigate problema identifled under clause
(ii}, and

“iv) 1dentify potential legislative changes which
may be appropriate to mitigate auch problams,
"{E“);AN‘NUAL BEPORTS —

“i) OBJECTIVES.—Not later than June 30 of each
calendar year after 19556, the Taxpayer Advocate shall
report to the Committee on Ways and Means of the
Houze of Representativee and the Committes on
Finance of the Senate on the objectives of the Taxpayer
Advocate for the fiscal yvear heginning in such calendar
vear. Any such report ahall contain full and subetantive
gnalyais, in addition to stutistical information.

4ii} ActrviTies—MNot later than Decemkber 31 of
each celemddar year afler 1895, the Taxpayer Advocate
shall ort to the Committee on Way= and Mesns
of the Hvuse of Bepresentatives and the Committes
on Finance of the Senate on the activities of the Tax-
payer Advoeate during ithe fscal yvear ending duriuﬁ
such calender year. Any such report shall contain fu
and eubstantive analyzis, in addition to astatirtical
information, and shall—

*(I1 identify the initiatives the Taxpayer Advo-
cate has taken on improving texpeyer aerviees and
Internal Bevenua Service responmiveness,

“II eomtatn reeommendations recefived from
individuals with the authority to jssue Taxpayer
Anafatance Orders under saction 7811,

“III} eemtain a summary of at least 20 of
the most sericus problems encountered by tax-
payers, including a deacription of the namre of
stich probloms,

“I¥) contain an inventory of the items
deseribed in subelanases (I}, (IT), and (IIT) far which
action has been teken and the reanlt of such action,

10
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¥} contain an inventory of the itema
described in subclauses (I3, (I1), and (IIT} for which
acticn remains to be completed and the period
during which each item has remained on asuch
inventory,

“WI} contain an inventory of the items
described in subclanaes (I[) and (I1I} for which
no action has been taken, the period during which
each item has remained on such inventory, the
.reasons for the inaction, and identify any Internal
Revenue Service official who is responsible for auch
insction,

“{VLI} identify any Taxpayer Assistance Order
which was not honored by the Internal Revenne
Service in a timely manner, as specified under
gection 78110h),

“'VIII) contain recommendations for euch
admirigtrative and legislative action as may be
approptiate to resolve probleme envountered by
taxpayers,
~ {IX} describe ihe extent to which regional
problem resolution officers participate in the seloc-
tion end evaluation of local problem resalution offl-
pora, and

X)) include auch sther information as the Tax-
payer Advocate may deem advisable.

*iii)] REFORT TO BE BUBMITTED DIRECTLY —Each
report required under this subparagraph shall be pro-
vided directly to the Committess referred to in clausea
{i} and (ii) without any prior teview or comment from
the Commissioner, the Secretary af the Trearury, any
vther offieer or cmployeo crfage Department of the
Treasary, or the Office of Management and Pudget.

%3) RESPONSIBILITIES OF COMMISSIONER —The (Commise-
ainner of Tntetmal Revenue shall establish procedures requiting
a formal reaponge to all recommendations submitted to the
Commiesigner by the Taxpayer Advocate within 3 montha after
submission to the Commissioner,”,

{h} CONFORMING AMENDMENTS. —

(1} Bection 7311 (rcleting to Taxpayer Assistance Oedery)
is amended—

(A} hy strildnp “the Offlce of Ombudsman” in sub-
section (a{and inserting “the Office of the Taxpayer Advo-
cate”, and

(B} by striking “Ombudsman™ each place it appesars
{including in the headinge of subsecticns {e) and (f)} dnd
mserting “Taxpaver Advocate”.

foll (2] The heading for secticn 7802 is amended to read ag
ollowa:

11
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*SEC, 7500, QOMMISSIONER OF INTERNAL BEVENDE; ASSISTANT
COMMISSIONERS; TAXPAYER ADVOCATE.™.
{3} The table of eections for subchapter A of cha 80
i amended by striking the item relating to section 7802 and
inserting the ollowing new ifem.
“Sec. THOZ Eammmguar of Internal Revanue; Assistant Commissioners; Texpayer

26 T8 780 (e} EFFRCTIVE DATE—The amendments made by this section
note. shall take effect an the date of the enactment of thia Aet.
SEC. 102, EXPANSION OF AUTHORITY TO B3EUE TAXPAYER ARAISTANCE
ORDERS.

{a) TERMS OF OBRDERS.—Subsection (b} of section 7811 (velating
to terms of Taxpayer Asgietanes Orders) i amended —

(1} by inserting “within a specified time period” after “the
Becre , and

(2) mserl-.mg “take any action as permitted by law”
after “cerec any sction,”,

b} LIMIT&TIGN oN AT.TTHCIRITY To MoDIFY Ok RESCINDG —Section
7811c} (relating to authority to modify or rescind) is smended
to read as fo :

“{¢) AUTHORITY To MODIFY oR BESCIND.—Any Taxpayer Assist-
ance Order issued by the Taxpayer Advocate under this section
may be modified or rescinded—

“1) only by the Taxpagﬁr Advocate, the Commisgioner of
Internal Revenue, or the Deputy Commissioner of Internal
Revenue, and

%2 only if a written explanation of the reasons for the
madification or rescigsion is previded to the Taxpayer Advo-

cate.”,
26 USE 7811 (e} EFFECTIVE DATE—The smendments made hy this saction
outa, shall take affect on the date of the enactment of this Act.

TITLE II—MODIFICATIONS TO INSTALL-
MENT AGREEMENT PROVISIONS

SEC. 201. NOTIFICATION OF REASONS FOR TERMINATION OF INSTALL-
MENT AGREEMENTS.

(a) TERMINATIONS. —subeection (b) of acetion 6162 (relati
extent to which apreements remain in effect) ie amended by
at the end the following new parageaph:

*{#) NOTICR REQETREMENTS.—The Secretary may not take
eny action under paragraph (2}, (4), or (4) unless—

“A} a notice of such arction is prwided tn the taxpayer
nut Inter than the day 30 deym before the date of such
action, and

“B} such notice includer an explanation why the Sec-
retar}r intends to take such action.

é; ding sentence shall net apply in any casc in which
the Secretary believes that collection of an;r.r tax to which an
agrecsment undsar this section relates is mi]eu;]

() CONFORMING AMENDMENT.—Paragraph (5} of Eection 6159(b)
is amended to read as follows:

“(3) SUBSEQUENT CHANGE TN FINANCIAL CONDITIONS.—IT the
Secretary mekes a determination that the financial conditien

12
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of a taxpayer with whom the Becretary has entered into an

agreement under subsection (1) has ﬁigniﬁcar;l::g changed, the

Beeretary may alter, modify, or terminate s agreement.”,

{c} EFFRCTIVE DATE—The amendmants made by this section 26 USC 6169
ghall take effect on the date 6 months after the date of the enact- note
ment of this Act.

HEC. 202 ADMINISTHATIVE REVIEW OF TERMINATION OF INSTALL-
MENT AGREEMENT.

{a} GENERAL RULE.—Section 6159 (relating to agreements for
payment of tax liability in installments} is amended by adding
at the ond the following new subeection: )

"{c) ADMINISTRATIVE REVIEW.—The Secretery shall establish
procedures for an independent adminietrative review of termi-
nations of inatallment agreements under this section for taxpayers

who rqu;z;scuch a review.”,
{b TIVE DATE —The amendment made by subsection (a) 28 UBC 6159
shall tele effsct on January 1, 1997, nate.

TITLE II—ABATEMENT OF INTEREST
AND PENALTIES

SEC. 1. EXPANHICN OF AUTHORITY TO ABATE INTEREST.

{n) GENERAL RiLE.-~Paragraph (1) of section 6404(e} (relating

to ahatement of interest. in cortain cases) is amendad—
(1) by inserting "unreesonable” hefore "error” ench ploce
it apperrs in mbparagraphs (A) and (B), and
{2) by mriking “in performing » ministcrial act” cach plecc
it ap?eﬂrs and inmerting “in performing a ministerial or mana-
rial aet”.
3 CLERICAL AMENDMENT.—Tho mubscction hoading for anh-
aection (g) of section 6404 is amended—
(1) by wiriking “AssEasaENTS” and inserting “ARATEMENT™,
and
(2} by ingerting “TINREASONABLE" before “ERRORE".

{gl EFrFROTIVE DATE—The amendments mude by this section 26 U680 6104
shall n to interest accruing with respect to deficiencies or pey- oDote
mﬁlﬁ;-; 'mr taxahle years beginning after the date of the enaciment
L4 ia Aet,

HEC, 302. REVIEW OF IR# FAILURE TO ABATE INTERERT.

(a)] IN (GENERAL.—BSection 6404 is amended by adding at the
enid the following new subsection:
' REVIEW OF DENIAL OF REQUEST FOR ABATEMENT OF
INTEREST.—
1) IN GENERAL —The Tax Court shall have jurisdiction Coucts.
over any action brought by a taxpayer who meets the reguire-
mentg referred to in section 7430eNdMAXii) to determine
whether the Secretary's failure to ahate interest under this
gection was an abuse of discratiom, and may order an abate-
ment, if such action is brought within 180 days after the

date of the mailing of the Secretary’s final determination not
ta ahate atich interest.

i BPRCIATL RULES.— Applicahility,

13
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“A) DATE OF MAILING.—Fulez similar to the rules of
seetion 6213 ahall apply for purposes of determuning the
date of the mailing referred to 1n paragraph {1}.

“B) RELIEF.—Rulss similar to the rules of section
£512{h} shall apply for oges of thia subsection.

{C) REVIEW.—An er of the Tax Court under this
gubsection shall be reviewahls in the same manner as
a decision of the Tex Court, but only with respect o the
matters determined in such arder.”.

26 TS0 5404 (b} BEFFECTIVE DATE.—The amendment made by this section
nte, ahall 1@1;}:11:;1@r to requeats for abatement after the date of the enact-
ment of thas Art.

SEC. 303. EXTENBION OF INTEREST-FREE FERIOD FOR PAYMENT OF
TAY APTER NOTICE AND DEMANTL.

(a) GENERAL RULE. —Paragraph (3) of section 6801{e] {relating
to payments made within 10 days after notice and demand) is
amended to read as follows:

“3) PAYMENTS MaDE WITHIN SPECIFIED TRERIIN AFTER
NOTICE AND DEMAND —If netire and demand iz made for pay-
ment of any amount and if such amount is peid within 21
calendar days (10 business days if the amount for which such
notice and demand is mrde equale or exceeds $100,000) after
the date of such notice and demand, inlereat under this gection
an the amount o paid shall oot be imposed for the peried
after the date of such notice and demand.”.

(b} CONFORMING AMENDMENTS —

{1} Subparagraph (A) of section 6601(z)(2) iz amended b
strildng 10 daz's from the date of nntice and demand therefor”
and inserting 2! calendar deya from the date of notice and
demand therefrr (10 business days if the amount for which
guch notice and demand ia made aquals or cxceeds $100,000)

2} Paragraph (3) of section 6661(a) is amcnded by ghrikin
“10 days of the date of the notice and demand therefor” an
inserting 21 eslendar days fram the date of notice and demand
therafor (10 businees deys if the amount for which such notice
and demand is made equals or exceeds $100,0000",

26 USC 6601 i¢} EFFECTIVE DATE—The amendments made hy this section
note. ghall apply in the case of any notice and demand given after
December 31, 1996.

SEC. 304. ABATEMENT OF PENALTY FOR FAILURE TO MAKE REQUIRED
DEPOSITS OF PAYROLL TAXER IN CERTAIN CASES,

{g) IN GENERAL—Section 68568 (rela to failure to msgke
depnsit of taxes) is amended by adding at the end the following
new subesectione:

“¢) EXCRPTION FOR FIRST-TIME DEPOSITORS OF EMPLOYMENT
Taxes—The Secretary may waive the pe-nalisl impoeed by sub-
pection (a) on & person's inadvertent failure to deposit any employ-
ment tax if—

“1} such person meets the requirements veferred to in
section T4I0{cd)ANII),
“2) such failure occurs during the lst quarter that such
person wak required to deposit any emp ent tax, and
w3) the return of euch tax wea filed on or before the
due date.
For purpoges of thiz suhbasction, the term ‘employment texes’ means
the taxes imposed by subtitle .

14
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“d) ArrHoriTy To ABATE PENALTY WHERE DEFOSIT RENT TO
SecRRTARY.—The Secretary may abate the penalty imposed by sub-
spetion (a) with respect to the first time a depositor is required
to make a deposit if the amount required te be depesited is inadvert-
Ently sent to the Secretary instead of to the appropriate government

epository.”. .
{b) EFFECTIVE DATE.—The amendment made by subsection {a] 26 USC sebe
ghall apply to deposits requirsd to be made after the date of the =»ete
enactment of this Act.

TITLE IV—-JOINT RETURNS

SEC. 401, STUDIEA OF SOINT RETURN-RELATED ISSUES.

Tha Secretary of the Treasury o hie delegate and the Comptrol-
ler Gemeral of the Inited Statee shall each eonduct separate studies

e

(1) the effects of changing the Liability for tax gn a joint
return from being joint and eeveral to proporticnate
to the taz attributable to each apouse,

(2] the effects of providing that, if a divorce decree allocates
linbility for tax on a joint return filed before the divoree, the
Secretary may collect such liability only in accordance with
the decree,

(8) whether those provisions of the Internal Revenue Code
af 1886 intended to provide relief io innocent spouses provide
mﬂ&mjngﬁll relief in 51l cares where such rolisf i® sppropriate,
HIk

{4) the effect of grmndm that community incomse (as
defined in eeclion 86(d) of such Code) which, m accordance
with the maler contained in section B79(a) of such Code, would
be treated as the income of one spouse is exempt from a
leyy for failure to pay any fax imposed subtitle & by the
aother speuse for a taxable year ending before their marringe.

The reports of guch studies ahall be submitted to the Commities Reports.
cn Ways and Means of the House of Representatives and the
Committes om Finsnee of the Senote within 8 months aftor the

date of the enactment of this Act.

NEL, 402 JOINT HETTIRN MAY BE MADE AFTER SEFARATE RETURNS
WITHOUT FLILL FPAYMENT OF TAX.

(a) GENERAL BB —Parsgraph (2) of section 6013(b) (relati
to limitatione on filing of joint retwrn after filing separate IEWITL?S
ia amended by striking subparagraph {A) and redesignating the
fﬁlluwinf: subparagraphs accordingly.

(b} EFFECTIVE DATE.—The amendment made by subsection {a} 26 USC 5013
shall apply to taxable years bepinning after the date of the enact- note.
ment of this Act.

SEC. 408, DISCLOAURE OF COLLECTION ACTIVITIEES.

() In GenNErar —8nbsection (e} of section 6103 (relating tn
diaclosure to peraone having material intereat) is amended by add-
ing at the end the following new paragreph:

*8) DISCLOSURE OF COLLECTION ACTIVITIES WITH RERTFEOT

TO JHWNT RETURN.—If any deficiency of tax with respect to

& jolnt poturn i3 asaesaed and the individuals filing such return

arc no longer married or oo longer tewide in the same house-

hold, upon request in writing by sither of such individualg,
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26 USC 4105
ngte.

the Beeretary shall discloee in writing to the individual making
the request whether the Secretary has attempted to collect
such deficiency from such other individual, the general nature
of such collection activities, and the amount eollected. The
prmading sentence shall not apply to ang deficiensy which
may not he collected by reason of aection 6502,".
{h) EFFECTIVE DATE.—~The amendment made by this ssction
:1%:?]1 ﬁ:tpply to requests made after the date of the ensctment of
ia Act.

TITLE V—COLLECTION ACTIVITIES

8EC. 501, MODIFICATIONS TO LIEN AND LEVY PROVISIONS.

{a} WITHDRAWAL OF CerTAIN NoTicES.—Section 6323 (relating
to validity and dprlm'it{ ngainst certain persons) in amended by
adding at the end the following new subsection:

) WITHDRAWAL OF NOTICE IN CERTAIN CIROUMSTANCES.—

*{1) IN GENERAL.—The Secrctary may withdraw 8 notice

of a lien filed under this section and this chepier ahall he

applisd as if' the withdrawn ootice had not been filed, if the
eeretary determines that—

“tA) the filing of such notice was premature or cther-
wise not in accordance with administrative procedures of
the Secretary,

#B} the texpayer has entered into an agreement under
gection 6159 to satiafy the tax liability for which the lien
was imposed by meana of installment payments, unless
sach %reemmt rovides otherwiase,

Wx) the witidrnwul of such notice will facilitate the
ol T 5 e o 0

wi consent or Taxpayer
Advocate, the withdrawal of such notice wonld beaﬁ tha
best interssts of the I;uxguyar (as determined by the Tax-
payer Advocate} and the United States.

Any such withdrawal shall be made filing notice at the

pame office as the withdrawn notice. A copy of such notice

of withdrawal ahall ke provided to the taxpayer.
“{Et‘_l bl;c-t'rigl: TO mmnnthmmcms, BTC.—Upon wntter;_
ues taxpayer with respert to whom a notice o

T?ian was withdrawn under paragraph (1), the Secretary shall
prompily make respmmeble efforta notify credit reporting
agencies, ard any financial inatitution or creditor whope name
aid address is apecified in such request, of the withdrawal
of such notice. .PE-zy such request shmll l';ua in such form as
the Secretary may prescribe,”.

(b) RETURN OF LEVIED PROPERTY IN CERTAIN CasEs —Section
6343 (relating to authority to release and return properiy}
ie amendad by adding at the end the fo ing now A ion:

“d) Rm':m RN OF Pmmﬁ mRT{'ﬁJ Caspe —If—

“(1} any evied upon, and
“(2} the m determines that—

{A) the levy on such property was premature or other-
wise nat in accordance with administrative procedures of
the Sceretary,

*(B) the taxpayer has entered into an sgreement under

section 6158 to ratisfy the tex liahility for which the levy
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wn3 impoaed by means of instellment payments, unless
such apreement provides otherwise,
") the return of auch property will facilitete the
collection of the tax liability, or
“D} with the consenl of the taxpaser or the Taxpayer
Advocate, the return of such property would be in the
beat interests of the texpeyer (ne determined by the Tax-
payer Advocate) and the United States,
the provimions of subsection (b) shall apply in the seme manner
as if mach property had been wrongly levied upon, except that
o interest shall he allowed under subsection {c).".
{d) EFFECTIVE DATE.—The amendments made by this section 26 U3¢ 6523
shall take effect on the date of the enactment of this Act. nota.

EEC. 502 MODIFICATIONS TO CERTAIN LEVY EXEMPTION AMOUNTS.

(n) Fum, ETo—~Parageaph (2) of section 6354(a) (relating to
fuel, provisione, furniture, and personal effects exempt from levy)
is amendad—

(1] by striking “If the taxpayer ia the head of a family,
aq” and inserting “Sa”,

(2] by striking “his household® and mserting *the taxpayer’s
heusehold”, and

{3) by striking “%1,850 {31,550 in the case of levies issued
during 1889)" and inserting “$2,500".

(hy Boogs, ETc.—Per h {3) of section 6334{a) (rclating
to books and tools of a trade, Euaincaa, or profession) is amended
by striking “$1.100 ($1,050 in the case of levies issued during
1989)" and ingerting *$1,2507.

() INFLATION ADJUSTMENT —Section 6354 {relating to property
exerapt from levy) is mmended by adding at the end the following
new subsection;

) INFLATION ADJUSTMENT —

“1} I¥ GENERAL.—In the case of any calendar year hegin-
ning after 1997, each dollar amount referred to in parsgraphs
(2} and (3} of yubsection {a) shall be increased by an amount
equal to—

“{A) such dollur amount, multiplied by

“(B) the cost-of-living adjustment determined under
section 1{f¥3) for such celendar year, by substituting ‘eal-
endar year 1596" for ‘calendar year 1992 in subparapraph

(B) thereof.

42) Rounpmic—If any dellar amount after being increased
under paragraph {1} ie not a multiple of $10, such dollar amount
phall be rounded to the neareat multiple of $10.".

{d} EFFECTIVE DATE.—The smendments made by this sechion 28 USC 8334
:ilag take effect with respect to levies iesued after December 31, oste

SEC. 503. OFFERE-IN-COMPROMIEE,

(a) BEVIEW REGQUIREMENTS —Subsectionr (b} of section TI122
(relating to records) is amended by atriking “$#600." and inserting
"250,000. However, auch compromise shall be subject to continuing

quality review by the Secretary.”,
(b} EFFECTIVE DATE—The amendment made by this section 26 USC 1123
shall take effect on the date of the enactment of this Act, note.
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25 150 Tadd
ite,

TITLE VI-INFORMATION RETURNS

SEC. §01. CIVIL DAMAGERE FOR FRAUDULENT FILING OF INFORMATION
RETURNS:

{a) GENERAL RULE.—Subchapter B of chapter 76 (relating to
procecdings by taxpayers and third partiea) is amended by redesig-
nating section 7454 as scction 7435 and by inssrting efter section
7434 the following new =zection:

“SEC, 7434, CIVIL DAMAGES FOR FRAUDULENT FILING OF INFORMA.
TION RETURNE,

“ra) IN GENERAL—If any persen willfully files a frandulent
information return with respecl to payments purported to be made
to any other person, such other persen may bring a civil aetion
for damagea againat the person so filing such return,

4'h} ThaMaGES—In any action brought under subsection {a),
upon & finding of linhility on the part of the defendant, the detend-
anl shell be liable to the plaintiff in an amount cqual to the
greater of $5,000 or the sum of—

“1) any actual dam?es sustained by the plaintiff ax a
proximate result of the filing of the fraudulent information
return (including any costs attributable to resolving daficiencics
asgerted ns m rosult of such filing),

2} the coats of the action, and

%9} in the court's discretion, reasonable attorneys feea
“tc) PRRUN FOR BRINGING ACTION. —Notwithstanding any other

provision of law, an setion to enforce the liability ¢reated under
this eection may be brought without rogard to the amount in
controversy and may ba brought emly within the later of—

1) & years after the date of the filing of the fraudulent
information return, or

a2t 1 year after the date such fraudulent information
return would have heen discovered by exercise of reasonable

cars.

“id} OGFY OF COMPLAINT FILED WitH IRS—Any person bringing
an action under subeection (a) shall provide a copy of the complaint
to the Internal Revenue Service upon the filing of such complaint
with the court.

“y Finming oF CoURT To INCLUDE CORRECT AMOUNT OF DAY-
MENT.—The deeision of the court awarding damages in an action
brought under subsection (a) shall include a finding of the correct
amount which should have heen reported in the information return.

“(f) INFORMATION Rurunn —For purposes of this seclion, the
term ‘infermaticn return’ meana any stotement deseribed in section
G724 1N A)"

(b} CLERICAL AMENDMENRT.—The table of sectiona for subchapter
B of chapter 75 is amended by atriking the jtem relating to soetiom
7434 and insarting the following:

“Sap, 7434, Civil damages for frandulens filing of iofermation returne.
“See. T435, Crosg referencea.”.

{c) EFFECTIVE Date.—The amendments made by this section
shall apply (o fraudulent information returnas filed after the date
of the enactment of this Act.
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BEC. MZ. REQUIREMENT T CONDLUCT REASONABLE INVESTIGATIONE
OF INFORMATION RETURNME.

(a) GENFRAL RULE.—Section 6201 (relating tc essessment
authority) is amended Eeredesignating subascticn {d) as subsection
{e) end by ingerting 1 gubsection {e¢} the following new aub-
section:

*{d) REQUIEED REASONAHLE VHERIFICATION OF INFORMATION
RETURNE—In any court proceeding, if a taopayer asserts a reason-
able dispute with res to mny item of meome reported an an
information return filed with the Secretery under subpart B or
C of part TII of aubchapter A of chapter 61 by a third party
and the taxpayer hae fally enaperated with the Secretary (including
providing, wiatflin a reseonable period of Bme, sceess to and inepec-
tion of all witneases, informetion, and documents within the control
of the texpayer as reasonably requested by the Secrstary), the
Seretary £1a]1 have the burden of producing ressonakle and pro-
bative information concerning such deficiency in addition to such
information return.”.

(b} EFFECTIVE DATE.—The amendment made by suheection {a) 26 USC 6201
shall teke effect on the date of the enactment of this Act. nots.

TITLE VII-AWARDING OF COSTS AND
CERTAIN FEES

SEC. T0l. UNITED STATES MUUST ESTABLISH THAT ITS POSITION IN
PROCEEDING WAR SUBBTANTIALLY JUSTIFIED.

(8} GENERAL RULE.—Subparagraph (A} of section 7430{c)(4)

{defininy ili arty) is amended atriking clausa (i) and
by rlgrdﬂigmg ¢ ul:;es :’{rﬂ} and (iii} aa elauses (i) and {ii), respec-
tively.

(h} BURDEN OF Proor ow UTwitep StaTks.—Paragraph (4) of
aeetion 7480(c) is amended by redesignating suhparegraph {B) as
subparagraph (C) and by inserting subperagraph (A} the fol-
lowing new subparagraph:

"B} EXCEPTION IF UNITED STATES ESTARLISHES THAT
ITS POSITIGN WAE SUBSTANTIALLY JUSTIFIED,—

“{i) GENERAL RULE.—A party shall not be troated
ae the prevailing party in a proeeeding to which sub-
section (a) applies if the United Statey establishes that
the position of the United States in the proceeding
was aubatantially juatified.

“ii) PRESUMPTION OF NO JUSTIFICATION IF
IWNTERNAL REEVENUE SERVICE DID KOT FOLLOW CERTAIN
PUBLISHED GUIDANCE.—For pux;pi:mes of clause {1}, the
position of the United States shall be presumed not
ta be subatantially justified if the Internal Revenue
Service did not follow ita applicable publabed puidance
in the administrative proceeding. Such presumption
may be rebuttad.

*iii} APFLICARLE PURLISHED GUIDANCE.—Fer pur-
poses of clause (ii), the term ‘applieahle published puid-
anee” meAnE—

“(I] repulations, revenue rulinga revenue
procedures,  information  releases, notices, and
announcements, and
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26 USC G404

28 USC T480
oobe,

26 US0C TR
oaots,

26 USC T30
[+1al 5o

“IT} any of the following which are issued
to the taxpayer: private letter rulings, ter:hmcal
advice memoranda, and determination letters.”.

{c) CONFORMING AMENDMENTS.—
(1) Subparagraph (B) of section 7430(c)2) is amended by
striking “paragraph (4}B)" and inse “paragraph (4¥C)",
(Z) Subpar ?g)'m ph (C} of section 7480(c}4), as rodesi ated
ia

hy subsection amended by striking auhpamgra tAF
and inserting “thik ara aph”.

{3) Scchons und 6656(c)1), as amended by this
Act, are each amende y whriking “gestion '?430(-:]{4)(‘{}{111}“

and inserting “section 7430{(:}{4}(&}(11}".

{d) EFFECTIVE DATE —The amendments made by this section
ghall apply in the case of proceedings commenced after the dats
of the enactment of this Act,

BEC. ThZ, INCREASED LIMIT ON ATTORNEY FEEA.

{a) In GenNeraL—Paragraph {1) of secton 7430{c) {defining
reasanable litigation costs) is amended—
{1) hy stn]ung “475" in clauae (iii) of aubparagraph (B}
and inscriing “$110%,
{2} by striking “an ummaae in the coat of living or” in
clauge (iii} of subparagraph (B), and
(3) by adding after clause (m}thafnllawmg
“In the case of any calendar year b aﬂ:er 1996, the
dollar amount referred to in clause a]l be increased
by an amount equal to such dollar amnunt multiplied hy the
cogt-of-living adjustment determined under section 1(fX3) for
such calencfa.r year, by substitut ‘calendar year 1955 for
‘calendar year 1992’ in subparagra &:EB} thereof. If any dollar
amount after increaped um the precsdmﬁ pentence
i not a multiple of $10, such dollar amount shall be rounded
to the nearest muliiple of $10.*
{b) EFFECTIVE DATE.—The amendment made by thiz seetion
shall apply in the cass of proceedings commenced after the dato
of the enactment of this Act.

BEC. T3 FAILIRE T AGHEE T EXTENANMN NOT TAEEN INTO
ACCIINT,

{a) IN GENERAL.—Paragraph (1) of section 7430(b) (relating
to Tequirement that sdministrative remedies be exhausted} is
amended by adding at the end the following new sentence: "Any
failure to agree to an extenaion of the time for the assessment
of any tax shall not be taken into aceount for purposes of determin-
ing whether the prevailing party meets the requirementa of the
preceding santence.”,

(b)Y EFFECTIVE DaTE—The amendment made hy this section
ghall apply it the case of proceedings commenced after the date
of the enactment of this Act.

BEC. Y4, AWARD OF LITIGATION COSTS FERMITTED IN DECLARATORY
JUDGMENT PROCEEDINGS.

(a) IN GENERAL.—Subeection (b) af eection 7430 is amended
hy ﬂtnk;nhg aragraph (3] and by redesipnsting parapraph (4) as
(3
(b) EFFECTIVE DATE—The amendment made by thie section
shall apply in the case of proceedings commenced after the date
of the enactment of this Aet.
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TITLE VIII--MODIFICATION TC RECOV-
ERY OF CIVIL DAMAGES FOR UNAU-
THORIZED COLLECTION ACTIONS

SEC, #0l. INCREASE IN LIMIT ON RECOVERY OF CIVIL DAMAGES FOR
NAUTHORIZED COLLECTION ACTIONS.

{a) GENERAL RULE.—Subsection (b) of section 7433 (relating
to damapea) i@ amended by striking “$100,000" and inserting
*51,000,000",

{b) EFFECTIVE DATE —The amendment made by subsection {a) 26180 7433
ghail spply to actions by officers or employeea of the Internal ooe
Revenue Service after the date of the enastment of this Act.

HEC. 802, COURT DISCRETION TO REDUCE AWARD FOR LITIGATION
CETE FOR FANLUTRE TO EXHAUST ADMINISTRATIVE
REMEDTES.

{a) GENERAL RULE—Paragraph {1) of section 7435(d} {relating
to civil damages for certain unauthorized collection actions) is
amended to read aa follows:

“(1] AWARD FOR DAMAGES MAY BE REDUCED IF ADMINISTRA-

TIVE REMEDIES NOT EXHAUSTED ~The amount of damages

awarded under subsection (b} may be reduced if the court

determines that the plaintiff has not exhansted the administra-

tive remedies available to such plaintiff within the Internal

Rovenue Service,”

(b} EFFECTIVE DATE.—The amendment made by this section 26 USC 7459
ghall apply in the case of proceedings commenced after the date oote
of the enactment of thig Act.

TITLE IX—MODIFICATIONS TO PENALTY
FOR FAILURE TO COLLECT AND PAY
OVER TAX

SEC. #1l. PRELIMINARY NOTICE REQUIREMENT.

{a] In Generar —Section 8872 {relating to failure to collect
and pdsgr over tav, uﬁ attamp}:h ;:n Evadlfae or deﬁi&:a;: tm{;} I;E; amendad
redesignating subaection as rubsection (c) an inserting
zﬁer subsection (a) the following new subscetion: '

“{b) PRELIMINARY NOTICE REQUIREMENT.—

1) [¥ GENERAL—No penalty shall be imposed under sub-
section (a) unleas the Secretary noliftes the taxpayor in writl

by mail to an address as determined under section §212(h

a.‘.;l ﬁe taxpayer shall be subject to an assessment of such
penalty.
. 42 TMNG OF NOTICE.—The mailing of the notice deseribed
in paragraph (1) shall precede any notice and demand of any
penalty under subsection (a) by at least 60 days.

“3) STATUTE OF LIMITATIONS.—If a notiee described in para-
graph {1} with respect t¢ any penalty ia mailed before the
expiration of the period provided by section 6501 for the assoss-
ment of such penalty {determined without regard to this para-
graph}, the period ﬁrnwded by such section for the assessment
of euch penalty shall nat ewpire before the laver of—
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26 USG 65T2
TLE.

26 UEC 6103
neke.

BE LIS0 6672
note.

“4) the date D0 days after the date on which such

hotice wag mailed, or
“(R) if there is a timely protest of the proposed assess-
ment, the date 30 days after the Secretary makes 2 final
administrative determination with reapect to such proteat.
“4) EXCEPTION FOR JEOPARDY —This subsection shall not
apply if the Secretary finda that the collection of the penalty

ig 1n jeapardy.”.

{b} EFFECTIVE DATE,~The amendment made by subsection (a)
shell apply to propoeed sssesaments made after June 30, 199§,

SEC. 502 DISCLGEURE OF CERTAIN INFORMATION WHERE MORE THAN
1 PERSON LIABLE FOR PENALTY FOR FAILURE TO COL-
LECT AND PAY OVER TAX.

{a) v GENERAL—Suhbsection (g) of zection 6103 {relating to
dieclosure to persons having material interest), ss smcnded by
gection 403, is amended hy edding at the end the following new
paragraph;

%) DISCLOSURE OF CERTAIN INFORMATION WHERE MORE

THAN 1 PERSON SUBJECT TQ PENALTY UNUER SECTION B672.—

If the Secretary determines that a person iz liable far a penalty

undar section 6672{a) with respeact to an{1 failure, upon requast

in writing of such person, the Sacretary shall diseloae in writing
to such person—

% AY the name of any other peraom whom the Sacretary
has determined to be liable for such penalty with respect
to such failure, and

“(B) whether the Secretary has attempied tn collest
puch penalty from auch other person, the genersl nature
of such collection activities, and the amount collected.”.

ik} EFFecTIVE DaTeE—Ths amendment made by subgection (a)
shall take effect on the date of the enactment of this Aet, :

SEC. #3. RIGHT OF CONTRIBUTION WHERE MOHE THAN 1 PERSON
LIABLE FOR PENALTY F{lH FAILITRE TO COLLECT AMD
FAY OVER TAX.

fa) In GENERAL.—Bection 8672 (relating to failure to collect
and cﬁlﬂy over tax, or attempt to evade or defsat tax} is amended
by adding at the end the following new subsectivn:

“d) Riger oF CONTRIBUTION WHERE MORE THAN 1 PERSON
LIARLE FOR PENALTY.—II' more than 1 person is liable for the
penalty under subsection {a} with respect to any tax, each person
who prid such penslty shall be entitled to recover from other
persona who sre lisble for such penalty an amount equal to the
excess of the amount paid by such person over such persun’s propor-
tiomate share of the penalty. Any claim for guch a recovery may
he made only in a proceeding which is separate from, and is not
joined or consolidated with—

“1) an action for collection of such penslty brought by
the United States, vr
“(2) & proeeading in which the United States files a counter-

:11?:;1:,1_ or third-parly complaint for the collection of such pen-

(b) EFFECTIVE DATE—The amendment made subsestion (a)
% aﬂ:}tl}r tu penalties assessed after the date of the enactment
o .
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SEC. #04. YOLUNTEER B{ARLD MEMBERS OF TAX-EXEMPT ORGANIZA.
TIGNS EXEMPT FROM PENALTY FOR FAILUHE TO COL-
LECT AND PAY OVER TAX.

{a) IN GENERAL.—Bection 6672 is amended by adding at the
end the fallowing new aubrection:

“le) ExXCEPTION FOR VOLUNTARY BoaARD MEMRERS oF Tax-
IEEMPT ORGANIZATIONS —Nn penalty shall he imposcd by sub-
seetion (a} on any unpaid, volunteer member of any board of trustces
or directors of an organization exempt from tax under aubtitle
A if such member—

“{1)is solely serving in an honorary capacity,

“2) does not participate in the day-to-day or financial
operations of the organization, and

“{3) daea not have actual ,lmuwludgc of the failure vo which
such penalty is imposed.

The preceding sentence shall not apply if it results in 6o person
being Liable for the pcnalty imposed by subsection (a).”.
} FUBLIC INFORMATION QUIREMENTS.— 28 USC 8dT2

(1) IN GENERAL.—The Secra of the Treasury or the note.
Seeretary’s delegate (hereafter in this subssction referred to
ag the “Secetary™) shall take such actions as may be appro-
priate to ensure that employeea arc aware of their respongibil-
itizs under the Federal tax depository system, the cir-
cumstances under which employess may ba liakle for the pen-
alty imposed by section 6692 of the Internal Revenuc Code
of 1986, and the reaponaibility tfegmm‘fﬂy repart to the Interngl
Revenue Service any failure referred to in subgection (a) of
such section 6572. Such actiona shall include—

{4} printing of a warning on deposit coupon hooklets
and the apgimpriate tax rotorne that eertzin employees
may be liable for the penalty impored by such section
&672, and

(B} the develapment of a special information lfem
{2) DEVELOPMENT OF EXPLANATORY MATERIALS —The Sec-

retary shall develop materisls explaining the circurmstances

mnder which board members of tax-exempt organizations

(including voluntary and honor members) may be subject

E‘%aslenalty under section 6872 of such Code. Buch materials

1 be mads available to tax-exempt organizations,

(3] IRS INSTRUCTIONS.—The gamtm ghall clarify the
instructiony to Internal Revenue Service empl ¢ ol the
agagicaﬁun of the pemalty under section 6672 of such Code
with regard tc vecluntary members of boards of trustees or
directors of tax-exempt organizations.

TITLE X—MODIFICATIONS OF RULES
RELATING TO SUMMONSES

HEC. 1M1, ENROLLED AGENTS INCLUDED A8 THIRD-PARTY RECORD-
KEEFEKE,

{a) IN GENERAL.—Paragraph (3} of section TAQ9(a) (relatin
to third-party recordiesper d d) is amended by striking “an
at the end of subparagraph (G), by striking the period at the
end of subparegraph (H} and {nserting ™ and”, and by adding
at the end the following the suhparagraph:
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26 VB0 7608
noie.

26 UBC 6604
note,

28 USC 45603
ke,

"I} any enrolled agent.™.
{h} EFFECTIVE DaTE.—The amendment made b‘y gubsection (&)
s}]ﬂ aﬁpl}r to summenges issusd after the date of the emactment
of thia Act.

SEC. 1H2. SAFEGUARDNS HELATING TO DESIGHNATED SUMMONSES,

(a) BTANDARD OF REVIEW.—Subparagraph {A) of section
6303(k)2) (defining desipnated summone) i amended by
redeaignating clausea (i) and (i} as clauses (ii) and (iii), respectivaly,
and by inserting before clause (ii} (as 50 redesignated) the following
new uge;

“(1) the isguance of such summons is ded by
a review of such issuance by the regicnal counsel of
the Office of Chief Counsel for the region in which
the examination of the corporation is being conducted,”.

(b} LIMITATION ON PERSONSZ TO WHOM DESIGNATED SUMMONS
May BE IssUED.—Paragraph (1) of section 6603(k) is amended
by siriking “with respect to any return of tax by a corporation”
and inserting “to & corporation {or to any other person to whom
the corporation has transferrod rocords! with reapect to any retarn
of tax hy such corporation for A taxsble year (or other period)
for which such corporatien is being examined under the epordinated
examination program {or any successor program} of the Internal
Revenue Scrvien”,

fc} CLERICAL AMENDMENT.—Scction 6603 is mmended by
redesignating subsections (k) and (I} (as amended by this section}
as subsectiong (3} and (k), respectively,

{d) EFFECTIVE DATE.—The amendments made by this wection
ehall apply ¢ summonses issued after the date of the enaciment
of this Act.

BEC. 1033, ANNUAL REFORT TO CONGRESE CONCERNING DESIGNATED
SUAMMONSES,

Not later than December 31 of each ealendsr year after 1994,
the SBeeretary of the Treasury or his delegate shall report to Lhe
Committee on Ways and Means of the House of Representatives
and the Committes on Finance of the Senate on the number of
designated summonsges (a8 defined in section 6503()) of the Internal
Rﬂevenufhs Code of 1986) which were issued during the preceding
12 motitha,

TITLE XI—RELIEF FROM RETROACTIVE
APPLICATION OF TREASURY DEPART-
MENT REGULATIONS

SEC. 1101, RELIEF FROM RETEOACTIVE APPLICATION OF TREABURY
DEPARTMENT REGULATIONS.

(a) TN GENFRAL.—Subsection (b} of section 7805 (relating to
riles and regulations} is amended to read as followa:
“{h} RETROACTIVITY 0F REGULATIONS —

1) IN cENeERAL —Except as otherwige provided in this
subaortion, no temporary, proposed, or final regulation relatin
to the internal revenue laws shall apply to any tawsble parlo
ending before the earlieat of the following dates:
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“(4) The date on which such regulation is filed with

the Federal Ragister. .
“(B) In the cage of any final regulation, the date on
which any proposed or temporary tion to which such

final regulation relates was filed with the Federal Register.

“{3) The date on which any notice aubatantially
describing the expected contente of any temporary, pro-
Eosad. or final regulation ie izsued to the publie.

(2) EXCEPTION FOOR FROMPTLY 188TTED %EESIM“DNSQ_PEE
graph (1) shall not apply to rcgulations ur issued withit
18 months of the date ulIY the enactment of the statutory provi-
sion tq which the regulation relates. .

“(3) PREVENTION OF ABUSE.—The Secretary may provide
that any regulation may take effect or apply tetvoactively te
prevent abusa,

% 4) CORRECTION GF PROCEDURAL DEFECTS. —The SBecretary
may provide that any regulation may apply retroactively ta
correct & procedural defect in the issuance of any prior rogulse-

or,
“(5) INTERNAL REGULATIONS.—The limitation of purqﬁ_-:ph
{1} ghall not apply to any regulation relating to internal Treas-
ury Department policiea, practices, or procedures.

‘feﬂgplffﬁeusmgzra am}imﬂm{,—.sl'rhq hmﬁat::g of

AETH 1) may Supetrac a legiglatrve grant mrom
]é?l-lgresa authorizing the Secretary to preacribe the effective
date with raspect to any regulation.

“7y BELEOTION TO APPLY RETRCACTIVELY.—The Socrotary
may provide for any yer to elect to apply any regulation
befgre the datea apecified in paragraph {1).

“{A} APPLICATION TO RULINGS.—The Secretary may pre-
acribe the extent, if any, to which any ruling (including any
judirial decision or any administrative determination other than

Ly regulation} relating to the imterna! revenue laws shall be

applied without retroactive sffect.”.

(b} EFFECTIVE DATE.—The amendment made by subsection (a) 26 USC 7506
shall spply with respect to regulations which relate o statutory nota.
provigiony enacted on or after the date of the enactment of this
Act.

TITLE XII—MISCELLANEOUS
PROVISIONS

BEC. 1201. PHONE NUMBER OF PERSON PROVIDING FAYEHR HTATE.
MENTS REQUIRED TO BE AHOWN ON BULCH STATEMENT.

{a} GENERAL RULE,—The fallowing provisions are each amended
by striking "name and address” and meerting “name, address, and
pﬁona numker of the inforrmation contact™

(1) Section 6041{dX1).
{2) Section 6041A0a)1).
(3) Bection 60421 1).
(4) Section 8044(a}1).
(5) Section 6045(bX1).
(6] Section 60490e) 1A
(7) Section 6A50BMIL)
(B) Section BO50HAN1).
(@) Section 6050I{=)1].
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T EML
ok,

26 U8 a311
ke,

{10 Section G050Ke).
{11) Section A050EbN1).
(12) Sectiom B050NhN1).
b} EFFRCTIVE DATE—The amendments made by subsection
fa) shall apply to statements reguired to be furnished after Decem-
ber 31, 1998 (determined without regerd to any extension).

EEC. 120 REGQUIRED NOTICE OF CERTAIN PAYMENTA.

If any payment is received by the Secretary of the Treasury
or his delegate from any tazpayer and the Secretary cannol azsoci-
ate such payment with such texpayer, the Secretary shall make
reasonable efforta to notify the taxpayer of such inability within
60 days after the receipt of such payment.

SEC, 1208, UNAUTHORIZED ENTICEMENT OF INFORMATION DISCLO-
HLURE.

{a) IN GENERAL —Subcha B of chapter 76 (relating to
grooeedjngs by tan.;imyera and third parties), as amended hy seetiom
0lia), is emended by redealgnnti.ng section 7436 as sechon 7438
and hy inserting after section 7434 the following new seckion:
“EEC, 7435, CIVIL DAMAGES FOR UNATTHORIZED ENTICEMENT OF
INFORMATICHN INSCLOSTRE

“a) IN GENERAL.—If any officar ¢or employee of the United
States intentiomally compromises the determination or collection
of any tax due from an attorney, certified public aresuntant, o
enroiled agent representing a taxpayer in excﬁm:lge for informetion
conveyed by the taxpayer to the attnrnggé cartified puhlie pecount-
ant, or entolled agent for purposes of obtrining advice concerning
the texpayer’s tax liability, such taxpayer may bring a eivil action
for damagea against the United States in a distriet court of the
United Stptes. Such ecivil action shall be the sxclusive remcdy
for recovering damages resulting from such aetions.

“b} DaMAGES—In any action brought under subsection {al,
upon & ﬁnding]ol' Hability on the part of the defendant, the defend-
ant shall be lishle ta the plaintiff in an amount equal to the
lesgar of $500,000 or the sum of—

®1) metual, direct cconmmic damages sustained by the plain-
tiff as a proximate reeult of the informetion disclesure, and
U2 the cowts of the action.
Damages shall not include the taxpayers liability for any civil
or criminal alties, or cther lozses stiributable o iocarcerstion
or the imposition of other criminal Banctions,

“f¢} PAYMENT AUTHGRITY.—Claims pursuant to this section
shall be pavable out of funds appropriated under section 1304
of title 31, United States Code.

“d) PERIOD FOR BRINAING ACTION —Nobwithetanding any other
provision of law, an action to enforce lability creasted under this
sectiott may be brought without regard to the amount In cantroversy
and may be brm;ght emly within 2 years after the date the actions
cresting such lability would have been diacovered by exercisc of
reasonable care.

“g) MANDATORY Stav—Tlpon a certification by the Commis-
sioner or the Commissioner's defogate that there i an ongeing
investigation or prosecution of the texpayer, the district court before
which an actinn under thia section is pending shall atay all proceed-
ings with respoct to wuach action peading the conelusion of the
inveatigation or prosecution.
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“f) CRIME-FRAUD ExXCEPTION.—Subsection (a) shall not apply
to information conveyed to an attorney, certified public aceountant,
or enrolled agent for the purpose of trating a fraud or crime.”

{h) CLERICAL AMENDMENT.—The table of sections for subchapber
B of chapter 76, as amended by section 601(b], is amended by
striking item relating to section 7436 and by adding at the
end the following new items:
sfec 7438, Civil demages for unanthorized enticement of infvrmation disclosurs,
“Bec. T436. Crosa referepnes.”.

f¢) KFFECTIVE DATE.—The amendments made by this section  u6 USGC 7456
shall apply to actions after the date of the enactment of this ool
Aet.

REC. 1304, ANNUAL REMINDERS TO TAXPAYERS WITH OUTSTANDING
DELINQUENT ACCOUNTS.

(a) IN GENERaL—Chaptar 77 (relating to miscellanecus provi-
sions} 15 amended by adding at the cnd the fullowing new section.

SEEC. TE24. ANNUAL NOTICE OF TAX DELINQUENCY.

"Not less nften than annoeally, the Secretary ehall eend 8 wTit-
ten notice to cach tuxpayer who has & tax delinquent account
of the amount of the tax delinguency as of the date of the notice.”.

(b CLERICAL AMENDMENT.—The tahle of sectivna for chapter
77 iv amended by adding at the end the following new item!

“Oec. THR4. Anmia] rotice of tar delinquancy

(¢} EFFECTIVE DATE—The amendment: made by this sesetion 25 L0 7624
shall apply to calendar years after 1996, note.

AFC. 1205, B-YEAR EXTENSION OF AUTHORITY FOR UNDERCOVER
OPERATIONS.

ta) IN GENERAL.—Paragraph {3) of section T601{c) of the Anti-
Drug Abuse Act of 1988 jr amended by striking all that follows
“this Act™ and inserting a period.

(h) RESTORATION OF AUTHORITY FOR i YEARS.—Subsection (c)
of section 7808 ia amended by adding et the end the mllowing
new paragraph;

) APTLICATION OF SECTION.—The provieions of this sub-
section—
“{A} shall apply after November 17, 1988, and hefore
Jenuary 1, 1890, and
“{B shall aaﬁsly after the date of the enactment of
this paragraph before January 1, 2001,

All amounta nded pursuant to this subsection during the

perind  descri in su J:arag:ra (B} ghall be recoversd to

the extent puesible, and deposited in the Treasury of the United

States as miscellanecus receipts, hefore Janvary 1, 2001.".

(¢} ENHANCED OVERSIGHT —

{1} ADDITIONAL INFORMATION HEQUIRED IN REPORTS TC CON-

GRESS,—Subﬁaragraph (B) of scction TROA(eW4) is amended—

tA) by atriking “preceding the perind” in clanse [ii)
{B) by gtril and” at the end of clauac (ii), an
{C) by striking clause (iii} and inaerting the following:

“{ifi) the number, by programa, of undercover
investigative opcretions closed in the l-year peried
for which anch report is submitted, nnd

“iv) the following information with reapect to each
undereover investigalive operation pending as of the
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26 T8C 708
ot

end of the l-vear pericd for which such report is

submitted or closed during such 1-yerr period—

T} the date the operation began and the date
of the certiﬁcatiun referred to in the last sentenee
of para (1),

(T e total expenditures mmder the oper-
ation and the amount ang uwse of the preeceds
from the aperation,
mcl“g:{lg}* 31 detailed Hiiaamgﬁun b:f' the %tigﬁ
ineludi e potential violation being inveati
and whether the operatim is being condueted
under d jury auspices, and

*1V) the resulta of the operation including
the reaults of eriminal procesdings.”.

(2) AUDITE RRQUIRED WITHOUT REGARD M0 AMDUNTS
INVOLVER.—Subparegraph () of sectinn TE0B(eX5) s amended
to read as followsa:

) UNDERCOVER INVESTIGATIVE OPERATION. —The
term ‘undereover investigative nperation’ means any under-
cover inveatipative operation of the Service; except that,
for purposes of Euhparagrapha (A) and (C) of paragraph
(4), such term only includes an operation which is Bxempt
from aectinon 3302 or 9102 of title 21, United States Code”.
{3) EFFECTIVE DATE.—The amendments made by this gub-

gection ghall take effect on the date of the enectment of this
Act.

AEC, 1206 NISCLOEURE OF FORM 33H INFORMATION ON CASH THAMS-

ACTIONE.

{a]l IN FENERAL—Subsection {]} of sacticm 6103 (relating to
disclosure of returns and return information for pes other
than tax administretion) ie amended by sdding &t the emd the
fn]lnwing‘new paragraph:

f15) DMaCLOSURE OF RETURNS FILED UNDER SECTION
s050I.—The Secretary may, upon written request, dieclose to
nfficers and emplayess of —
*(A) any Federal agoncy,
“/B} any agency of a State or local ﬁvammant, oT
“C) oy u.;tmcy of the government of a foreign country,
information contained on returns filed under eectiom 80501,
Any surh disclasnre shall be made an the same basia, and
aubject to the seme conditicns, == apply io disudusuren of
information on reporte filed under pection 5313 of title 31,
United States Code; except that no discloenre under this pera-
graph shell be made for purpoaes of the administretien of
any tax law.".
{b} CONFORMING AMENDMENTS.—
{1} Subseection (i} of scction 6103 iz amended by striking

P Eg guhparagruph imﬁui;mhﬂn E‘l{ﬂﬁ{p){ﬁ} 1 amended—
(A} by eiriking "(TXA)Nii), or {8)" and inserting “cr
(TXANIY", and
(B} by striking “or (14)" and inserting “(14), or (15)".
{3} Thc matcriel preceding subparegraph (A) of section
6103(pX4) in amended—
(A} by wtriking “(3), or (81" and inserting “ur (51",
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(B) by striking *{1)(3NBKi}, or (B)" and inserting
“UN3YNBKiL", and
(03 by striking “or (12)" and inserting *(12), or {15
(4} Clanse (ii) of section S103(p}H4¥F) is amended—
{A} by striking “(3), or (8)" and inserting “or (8)°, and
{B} by strildng “or {14)" and inscrting "(14), or (157
(5) Paragraph (2) of gection 7215(a) is amended by striking
“or (12" and ingerting “(12), or (157,
fe) EFFECTIVE [IaTE.—The amendments made by this section 26 USCE103
shall talze effect on the dats of the coectment of thas Act, " nofe.

S8EC. 1207. DISCLOSURE OF RETURNS AND RETURN INFORMATION TO
DESIGNEE OF TAXPAYER.

Subsection (¢} of soeticn 8103 (relating to digclosure of returns
and return information to designee of fmxpayer) is amended by
siriking “written request for or consent to such disclesure” and
inserting “request for or consent to such disclogura®.

SEC. 1208. FIUDY OF NETTING OF INTEREST ON OVERPAYMENTSE AND
LIABILITIES.

ig) I GENERAL —The Secretary of the Treasury or his dalegate

1) conduct a study of the manner in which the Internal
Revenue Service has implemented the netting of interest o
overpayments and underpagmenta and of the policy and
administrative implicationa of global netting, and

{2} hafors submitting the report of mach atudy, hold a public
hearing to receive commenta on the matters inehaded 1n euch

study.

(b} E’;!PDRT.—The report of such sibudy shall he submitted not
later than & meonths after the date of the enactment of this Act
to the Committes tm Ways and Means of the House of Representa-
tives and the Committee on Finanee of the Senats.

SEC. 1200, EXPENERE OF DETECTION OF UNDERPAYMENTH AND
FERAUD, ETC.

(a) IN GENERAL.—Spetion 7623 (re]aﬂndg to expenses of deduc-
tion and punishment of frawds) is amended to read as follows:

“HEC. T628. EXFENHES OF DETECTION OF TUNDERPAYMENTE AND
FRAUD, ETC.

*The Secretary, under regulations preseribed by the SBecretary, Regulstions.
in authorized to pg auch suma as he deems necessary for—
*1d g underpayments of tax, and
“2) detacting and bringing to trial and punishment persons
ilty of violating the internal revenue lawe or conniving at
e same,
in cases wherc puch expenses are not otherwise provided for by
law. Any amount payable under the preceding sentence shall be
aid from the proceeds of amounts {oiher than interest) collected
reason of the information provided, and any amount so collected
11 ke available for euch paymenta.”.

29



110 STAT. 1474 PUBLIC LAW 104-168—JULY 30, 1996

{b} CLERICAL AMENDMENT.—-The table of sectiong for subchapter
E of cha&)ter 78 is amended by mtriking the item relating to aection

7623 and inserting the following new item:
sec, 7623, Expeases of detection of underpayments axd [raud, ete”.
28 USC TEX {t} EFFECTIVE DATE—The amendments made by this sectien
oot ghall take effert on the date whirh ie § meonths after the date
of the enactment of this Act.
26 USC o2 (d) REPORT.—The Secretary of the Treasury or his delegate
Tt

ghall submit an annnal report to the Committes on W and
Means of the Honse of Representatives and the Committee on
PFinance of the Senate on the peyment: under section TEZ3 of
the Internal Revenue Code of 1986 during the year and on the
amounts collected for which such paymenta were made.

SEC. 1210. USE OF FRIVATE DELIVERY SERVICES FOR TIMELY-MAIL-
ING-AS- TIMELY-FILING RULE.

Section 7502 (relating to limely mailing treated as timely filing
and paying) iz amended by adding at the end the following new
gubsection:

“{f} TREATMENT OF PRIVATE DELIVERY SERVICES.—

%1} TN CENERAL.—Any reference in thia section to the
United Stetes meil shall be treatad as including a reference
to any designated delivery eervice, and any reference in this
gection to a postmark by the United States Fostal Service
shall he treated as including a reference to any date recorded
or marked as described in paragraph (2XC) by any designated
delivery service.

#2) DERIGNATED DELIVERY SERVICE —For purposes of this
subsectiom, the term ‘designated delivery service’ means any
delivery service provided by a trade or business if auch service
is desmignated by the Seeretary for Purpuaaa of this section.
The Secretary may desiﬁnate e delivery service under the
precgding gentence only if the Secretary determines that such
ReTVice—

“( A} s available to the general public,

“B) is at least as timely and reliable on a regular
besis as the TTnited Statea mail,

) records electronically to ite data base, kopt in
the regular courge of ita business, or marks on the cover
in which any item referred to in this section is to he
delivered, the date on which auch item was given to auch
trade or busineas for delivery, and

D) meeta such other eriteria as the Secretary may
prescribe,

%) EQUIVALENTS 0OF HRGISTERED AND CERTIFIED MAIL —
The Secretary may provide a mule similar to the rule of pera-
graph {1 with respect to any service provided by a desighated
delivery gervice whirh la subatantially equivalent to {Tnited
States registered or certified mail.”.

26 U0 780G EEC. 1211. REPORTS ON MISCONDUCT OF IRS EMPLOYEES,

o, On or before June 1 of each calendar year after 1996, the
Secretary of the Treasury shall submit to the Committee on Ways
and Means of the House of Ropresentatives and the Committes
on Finence of the Senate a report on—
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{1} all categories of instances invelving the misconduct
of employeea of the Internal Revenue Service during the preced-
ing calendar year, and

f2) the disposition during the preceding calendar year of
ﬂnn}.rd aurih inatances (without regard to the year of the mis-
cordust}).

TITLE XTII-REVENUE OFFSETS

Subtitle A—Application of Failure-to-Pay
Penalty to Substitute Returns

SEC, 1301, APPLICATION OF FAILURE.-TO-PAY PENALTY ToO S0B-
ETITUTE RETURNS.

(a) GENERAL RULE.—Section 8651 (relating ta failure to file
tax return or to pay tax) ia emended by adding at the end the
following new subsection:

“g) ATMENT 0¥ RETUENS PREPARED BY SECRETARY UNDER
SecTioN 60200h).—In the case of any return made by the Secretary
under saction B)20{h}—

“(1) such return shall be disregarded for purposes of deter-
mining the amount of the addition under paragraph (1) of
gubsection {a), but

“2} such return ghall be treated as the return filed by
the taxpayer for purposes of datarmini.niﬂt.}iet amount of the
addition under paragraphs (2) and (3) of subgsction (a).”.

{b} EFFECTIVE DATE.—The amendment made by suhsection {a) 26 USC 6661
ghall apply in the case of any return the due date for which nets
(determined without regard to extensiona) is after the date of the
enactment of this Aet.

Subtitle B—Exicse Taxes on Amounts of
Private Excess Benefits

E2EC, 1511, EXCISE TAXES FOR FAILURE BY CERTAIN CHARITABLE
ORGANTZATIONS TO MEET CERTAIN QUALIFICATION
HEHUIREMENTS.

{a} TN GENERAL —Chapter 42 (relating to private foundations
and certmin other tax-exempt orgenizationz) is amended by
redesignating subchapter D as subchapter E and by inserting after
subchapter £ the following new subchapter:

“Subchapter D—Fallure by Certaln Chariiable
Organizations To Meet Certain Qualilicativn Requiremenis

“See. d96B. Taves an sxsens benefit trannactions.

“SEC, 4068, TAXES ON EXCESS BENEFIT TRANSACTIONS.
“{a} [MITIAL TAXES.—

%1} ON THE DISQUALIFIED PERSON.—There is herchy

imposed on each excess benefit transaction a tax equal to
25 percent of the excess hLensfit, The tax imposed by this
paragraph shal! be paid by disqualified person referred
to in subsection {f){1) with respect to such transaction.
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“{2) ON THE MANAGEMENT.—In any cage in which a tax
is imposed b};fparagraph {1), there is hereby imposed on the
participation of eny organization manager in the excers benefit
tranaaction, knowing that it is such a trensaction, g tax equal
to 1¢ percent of the excess benefit, vnless such participation
ia nttﬂi wiliful and is 1?;]1? ;n rea;ug;b]e cause. The tex imposed

is paragraph e pai Any organization mEnager

Erzgm parﬁcipate:rbm the exrers henefit transaction.

“(h) ADDITTIONAL Tax oN THE Dgualrikn PERSON.—In aoy
cage in which an initial tex is im d by subsection (a)1) on
#n exeess benefit transaction and the expesa bemefit invalved in
such transaction is not corrected within the taxable pericd, there
ie herehy impored 2 tax equal to 200 percent of the excesa benefit
invulvud'.y The tax imposed by this eubsection shall be paid by
any disqualificd person referred tv in subeection ()(1) with reapect
to such transaction.

*{z) EXCcESS BENEFIT TRANSACTION; EXCESS BENEFIT.—For pur-
poses of this section—

(1) EXCESS BENEFIT TRANSACTION —

“{A) IN GENERAL.—The term ‘excess benefit transaction’
means any transaction in which en . economic benefit is
provided by an spplicable tax-exempt organization directly
ar indirectly to or for the use of any disqualified person
if the value of the economic benefit provided execeeda the
valua of the consideration {inr:ludini the performance of
services) received for providing such benefit, Fur purpnses
of the preceding sentence, an scomomic bencfit s not
be treated an eongideration for the performance of saarvices
unless such organization clearly indicated iis intent to so
treat auch benefit.

“{B) EXCESS BENEFIT.—The term ‘gxcess bensfit’ mesns
the excesu referred to in subparagraph (A).

(27 AUTHORITY TC INCLUDE CERTAIN OTHER PRIVATE
INUREMENT.—To the vxtent previded in regulations prescribed
by the Secretary, the term ‘excess benefit fransaction’ includes
any transaction in which the amount of any sconomic henefit
provided to or for the use of a disqualified person ia determined
in whole gr in part by the revenuer of 1 or more activities
of the orpanization but if such transsction results in
invrement not permitted ET paragragh {3) or (4) of saction
§01(c), as the cage may be. In the case of any such transaction,
the excess henafit shall be the amount of the inurement not
a0 permittad.

*{d) SrECiaL RULES —For purposes of this gection—

1) JOINT AND SEVERAL T.LARILITY —Tf mare than 1 person
iz liahle for any tax imposed hy subsection (r)} or subsection
(&), all auch peraone ghall be jointly and severally liable for
euch tax.

{2} LIMTT FOR MANAGEMENT.—-With respeet o any 1 excoss
benefit transaction, the maximum amount of the tax imposed
by subsection {a}2) shall not excead H10,000.

“la} APPLICABLE TAX-EXEMPT ORGANIZATION.—For purposes of
this subchapler, the lern ‘applieable lax-exempl organivation’
MBENS-—

1} any urﬁujzatiun which {(without regard to exXCeES
benefit} would be deseribed in parsgraph (2) or (4) of seeticn
501{c) and exempt from tax under aection 501(a), and
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“(2) any organization whicth was described in paragraph
{1) at any time during the 5-year period ending on the date
of the transaction.

Such term shall not include a private foundation (as defined in
section 50%al).
1y OTHER DEFINITIGNS.—For purposes of this section—

“(1) Dmgualwvien PrHSON.—The term ‘disqualified person’
means, with respect to any transaction—

“(A) any person who was, at any time during the

B-year period ending on the date of such wansaction, in

a position to exercisa aubstantial influence over the aifairs

of the arganization,

“B) a member of the family of an individual described
in en agraph (A}, and

“() a 35-percant controlled entity.
agm:(m ORGﬁN'IE&t'Il‘iDN MANAGER.—Tha mapp];gﬁenimﬁm men-
meang, with respect to any i tax-exempt
organization, any officer, director, or {rustes of such organiza-
tion (or individual hamng powers or responaihilities aimilar
to those of nfficers, directors, or trustees of the organization).

“(3) 35-FERCENT CONTROLLED ENTITY, —

“4) IN GENERAL—The term ‘35-percemt controlled
entity’ means—

%i) a corporetion in which peraona described in
subparagraph {A) or (B) of p aph (1} awn more
than 35 percent of the total combi voting power,

"ii) a partnership in which such persons own more
than 35 percent of the profits interest, and

4iii) a trust or estate in which such persons cwn
more than 36 percent of the beneficial interest,

“(B} CONSTRUCTIVE QWNERSHIP RULES.—Rulea mimilar

to the rules of parsgraphs (3) and (4) of saction 4946(z)

ghall apply for purposes of thia paragraph.

*(4) FaMmLy MEMBERS.—The members of an individual's
family shall be determined under section 4946(d); sxcept that
guch members also shall include the brothsrs and sisters
(whether by the whole or half blosd} of the individual and
their apouses.

“{5} TAXABLE PERIOD.—The term ‘taxable period’ mweans,
with respect to any excess benefit transaction, the period bepio-
ning with the date oo which the transaction ceours and anding
on the earlieat of —

*{A) the date of mailing a notice of deficien u.n.der

?ec}{h?n 6212 with respect to the tax impoaed hy enl

alll, ur
(B} the date on which the tzx imposed by subaection

(a)(1} ie ansesaed.

“(8) COBRRECTION —Thc tcrms ‘correction’ snd ‘eorrect’
mean, with respect tc any sxcess bemefit tranaaction, nndoi
the exeess benefit to the extent posaible, and taking any addi-
tional measures necessary bW place the organizetion in a finan-
vial pwition not worse that in which it would be if the
disgualified person were dealing under Lhe hiphest fiduriary
atandards.”.

{b) APPLICATION OF PRIVATE INUREMENT RULE TO TAX-EXEMPT
ORGANIZATIONS DESCRIBED IN SECTION 501(ci(4).—

33



110 STAT. 1478

26 173C 501 nie.

PUEBLIC LAW 104-188—JULY 30, 1996

t1) IN GENERAL. —Paragraph (4) of section 501i(c) is amend-
ed by ineerting “(A)" after “(4)" and by adding at the end
the fullnwinﬁ: )

'“YB) Subparagraph (A} shall aot apply to an entity uniess
ne part of the net earnings of such entity inures to the benefit
of any private sharehelder or individual.”.

é} SPECIAL RULE FOR CERTAIN COQPERATIVES.—In the case
of an organization operating on a cooperative basis which,
before the date of the snactment of this Act, was debermined
by the Secretary of the Tressury or hiz delegate, to be described
in section 501{cX4) of the Internal Revenue Code of 1966 and
exempt from tax under section 50i{a) of such Code, the allaca-
tivn or return of net margins or capital to the members of
such arganization in accordance with its incerporating atatule
and bylaws shall not be treated for pruzguse.s of auch Code
ae the inurement of the net earnings such crganization
to the benefit of ivate shareholder or individual. The
preceding sentence a ﬂpplj‘ only if such statute and bylews
are substantially as such statute end bylaws were in existence
om the date of the enactmant of thie Act.

{c) TECHNILAL AND CONFORMING AMENDMENTS. —

(1) Subsection (g) of section 4555 i amended—

(A) by striking “SBecTION 4245" in the heading and
inserti TIONE 4846 AND 4858", and

{B) by inserting beforc the period “or un excess benefit
fur parposes of 2ection 49587, )

(2) Subscetions (a), (b}, and {e} of asction 4968 are sach
amended bgﬂinﬂarting “4958," after “4853,". ) ]

(%) Subaecticn (=) of section 6213 i» amended by inzerting
“4958 (relatiog to private sxcese benefit),” before 4971

{4) Puragrapha {2) and (3) of section T422(g) are each
amended by inserting “4958," after “4955,". . )

{5) Subsection (b} of section 7454 is amended by inserting
“or whether an organization manager (a8 defined in section
496512} hes ‘knowingly participated in an excess benefit
transzction (as defined in section 4858{¢))," after “pection
4912(b) ",

{B] The table of subcha for chﬂﬁg)ter 42 i amended
by atriking the last item and rting the following:

“BUBCHAFTER D. Failure by certain cheritable organizatinha ta meet certain quali-

ficaticn requir=meants.

“Suemartes E. Abatement of first ond second tiar taxes io certain cases™.

26 T30 4965
Tuwrte,

26 L3 4905
oote,

26 IR0 501 nate.

{d) EFFECTIVE DATES —

(1) Iv oRNERAL—The amendments made by this secticn
{other than subsection (b)) shali Ep$ to exeeas benefit trans-
actions ocenrring on or after mber 14, 1985,

(2] BivpinG CONTRACTS.—The amendments referred to in
paragreph (1} ehall not apply to any benefit arising from =
trensaction pursuant to any written contract which was binding
on September 13, 1996, and at all times thereafter befure
such transaction occurred.

{8} APPLICATION OF PRIVATE INUREMENT EHULE TO TAX-
EXEMPT ORGANIZATIONS DESCRIDED IN EECTION BOlieH4)—

{A) IN GENERAL—The amendment made Eé subgection

(b} shall gagg)l}f to inurement ecourring oo or after SBeptem-

ber 14, 1995,
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{B) BINDING CONTRACTS.—The amendment made by
subsection (b} shall not apply to any inurement occurring
before January 1, 1997, pursusnt to a written cantract
which was binding on September 13, 1985 and at all
times thereafter before such inarement ooemrred.

SEC. 1512, REPORTING OF CERTAIN EXCISE TAXES AND OTHER
INFORMATION.

{8} REMORTING BY OROAMIZATIONS DESCRIBED IN SECTION
501(c)3).—Subsection (b) of section 6033 (relating to vertain
organizations described in section 501()(37) is amended by strikin
“and” at the end of paragraph {8), by redesipnating para
(10} as paragraph '[1-1»5J and by inserting after paragraph (9)
following new paragrapfla: .

“(10) the respective amounts (if any) of the taves paid
by the organization during the taxahle year under the following
provieiona: ) .

“(A) section 4911 (relating to tax on excess expendi-
tures to influence legislation),
“B} aection 4912 (relating to tax on disqualifying lokby-

ing expenditures of certain organizations), and .

“(C} section 4955 (relating to taxes on political expendi-

tures of section 501{c)(3) organizations) .

“(11) the respective amounts (if any) of the tavea paid

by the orgenization, or any diequalified person with respect

to such organization, during the taxable year under aection

4983 (relating to taxes on private oaccss boncfit from cortain

charitable organizations),

“12) euch information as the Secretary may require with
ret-:pe}ct to any excess bemefil transaction (as defined m section
4858},

“(13) such infurmation with respect to disqualified persons

&g the Secretary may prescribe, and”, .

{b) ORGANIZATIONS DESCRIBED IN SECTION SQL{c)4)—Section
6053 is amended by redesignating subsection (f) as subsection (g)
and by inserting after subsection (e) the fallowing new subssction

“(% CERTAIN ORGANIZATIONG DESCRIBED IN BECTION 501(c)(4).—

Every orgenization described io acction B01(eX4) which is subject
to the requirements of subsection {a) shall include on the return
required under subsection (a) the informaticn referred to in pera-
grapha {11), (12} and {13) of subsection (b) with respect to such
urganization.”.

{c} EFFECTIVE DATE—The amendmentr made by this sectior. 26 USC 6033
ehall apply lo relurng for laxable years beginning after the date note
of the enactment of this Act.

#EC. 1313, EXEMPT ORGANIZATIONS REQUIRED TG PROVIDE COFY OF
RETURM.

{a) BEQUIREMENT T PROVIDE Cory —
{1} Bubparagraph (A} of section 6104(eX1} (relating ta pub-
lie inepection of annuel retnrna) I8 amended ko read ar Tollows:
“{A) In oENERAL ~~During the 3-year period beginning

on the filing date—

i} a copy of the annual return filed under section
6038 {relating to returna bilgxﬁmpt o mﬂzaﬂcnam
any vrganization to which this parsgraph epplics shall
be made availabla by such organizatien for mmepestion
during regular business hours by any mdividaal at
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26 1180 5104
note,

the principal office of such orpanization and, if such
grganization regularly maintaine 1 or more regionsal
or district offices having § or mnre employees, at each
such regionat or distriet office, and

“ii} wpon request of an individual made al such
principal office ar such a regional or district office,
a copy of such annuel retorn shall be provided to
such individual without charge other than e reagsonable
fee for any reproduction and mailing costs.

The request described in clause {ii) must ba made in person

ar in writing. If the reguest under clanse (i} is made

in perecn, such copy } be provided immediately and,
if mode in writing, shall be vided within 30 days™.

{2) Clause {ii) of section 6104{e} 2 A} ia amended by inserr-
ing before the peried at the end the fnllnwi:;-]g: *{and, wpon
requeet of an individual made at such principal office or such
a regional or districk office, a of the material ested
tc be available for inepection under this subp ;ﬁ:lahall
be provided (in accordance with the last sentence of paragraph
{1)&13} to auch individual without charge aother thao reapomable
fee for any reproduction and maillng costal™,

(3} Subsection {e) of section 6104 is amended by adding
at the end the following new paragreph:

) L?MTE%IIUN.— ar]?g(ra} }Egﬁﬂu} {and ttlie vorreapond-
ing provision of parapraph (2)) o not app reqguest
'.if,qm accardance with regulations prumulgatedlgy theang;cret
the gnizetion has made the reguested documents wid
available, or, the Scoretary determines, upon application by
an o ization, that such Tequest is part of a assment
campaign and that compliance with such request is not in
the ﬂlbl‘in interest.”.

{b) INCREASE IN PENALTY FOR WILLFUL FalLURE To Aunow
PusLic INsPECTION OF CERTAIN RETURNZ, BTC—Section €688 im
amended by striking “$1,000” and ingerting “$6,000".

{c] EFFECTIVE DATE.~—The amendments made by this section
ghall apply to requests made on or after the 60th day efter the
Secretary of the Tresas firet issues the repulationa referred to
wection 6104{eX3) of the Internal Revenue Code of 1956 {as added
by subsection (a)(3)).

SEC. 1314, INCREAEBE IN PENALTIER ON EXEMPT ORGANLZATIONS FOR
© FAILURE TO FILE COMPLETE AND TIMELY ANKNIIAL
RETUURNE.

(a) IN GENERAL —Subparagraph (4) of section B852(c){1) (relal-
ing to annual returns under acction 80332) is amended by sirikbog
: %g" DSEI!’E] inarrting “$20” and by striking “$5,000" and inserting

{b) LARGER PENALTY ON ORUANEZATIONES HaviNG GRoss
Recerrrs 1n EXOESS OF El.ﬂﬂﬂ,ﬂ(}ﬂ.—ﬁuhpar::lgmph {A) of section
BBR(cH1) in amended by adding at the end the following new
scotence: “ln the case of an crganization having groas receipta
exceoding $1,000,000 for any year, with respect to the return
raguh-ad under eection 6033 fur such year, the firet sentence of
this subparagraph shall be applied by rubstituting ‘$100" for ‘$20'
and, in lieu of applying the second sentence of this subparagraph,
;%% alﬁ%{i_mum penalty under this subparagraph ghall not exceed
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{c) ErrecTIVE DATE—The amendments made by this section =26 150 6662
shall Iy to returns for taxable years ending un or after the note
date of the enactment of this Act,

Approved July 30, 1996.
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July 30, Progidential memarke,
2
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1047 CONGRESS REFORT
24 Sosgion HOUSE OF REPRESENTATIVES 104508

TAXPAYER BILL OF RIGHTS 2

March 23, 1996, —Committed to tha Commities of the Whole Hotsn on the Stuate
of the Union and crderad to be printed

Mr. ARCHER, from the Committes on Ways and Means,
submitted the fellowing

REPORT

Ty aceompany H.R 2337]

[Including cost estimate of the Congressional Budget Office]

The Committes on Ways and Means, to whom was referred the
kill {H.R. 2337) to amend the Internal Revenue Code of 1986 to
provide for incressed taxpayer protections, having coneidered the
game, report favorably thereon with an amendment and ree-
ommend that the bill as amended do pass,
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b. Court discretion to reduce award for ].ltlgatlurn ‘costa fur failure
to exhaust administrative remediea (fec, BT ..
5. Medification to penalty foe fallure to collect and pay over tax ..
& Praliminary notice requirsment (sec. 501)
b. Diseloeure of certain information where more than one permn
suhject 1o penalty (aec, 92}
c. Right of contribution from multaple respansible pnmes {sa.:. 91}3}
d. Board members of tax-exempt erganizalione (zec. 304} ..
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a Ef:]rn?'}lfd sgents included as third-party mmrd.kaepers “iaec,
b Saf ards mlatlng to demg;rmted summunr-ea, “annual repnrt
ngress an designated summonses (sees, 10021003} ..
11 Reheffrmn retroactiva apphcam:m crt‘Trea.smgr Depa.ttmnnt Regu
lations {sec. 1101} ..
12. Miscellapneous pmwmcms
a. Phene numbers of pnnridi.ng pnyae ‘statement requlral:l
b R;u‘t:a shown on 5u statemetl}t {5ec. 1201) . AT
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. Unauthorized enticament of infermation dfsT]Enmme tase. 1208) .
d. Annual reminders to taxpayers with outstanding delinguant ac-
eounts (gec. 12040 .,
p. Five-yoar extension of authnnt}r for undereover DP-El‘ﬂﬁDDB (Bec
1205) .
f THsclosure of retums on cash transactions (sec, lﬂﬂﬁ]l
g. Disclosure of retyrns avd rvetorn information to daﬂlgnne “of
taxpayer (sec. 1207} ..
h. Riepur‘t. on netting of jnterest on mrpaymmts “end Imb:]mes
ec. 1208)
i. Expenses of det,gcunn a[‘undgrp wents and fraud {r.en 12119) -----
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111, Votes of the committee ..
1V. Budget affecte of tha bill ... ...
A Comrnilten eatimates of budpalary effecls

B, Statement regarding new budget authority and tax ex&g&'tditumﬂ

. Cost estimate prepared by the Congreasional Bult_llget L2 wvvrvirn

V. Other matters to be discuseed under the rulea of the House ...

A, Commituee ight findings and recommendations .....ccovvnnem,
B. Summary of findinps and recomamendations of the Committee on
Government Raform and Oversight ... cessennan
C. Inflalisnary Impact statament ...
D. Information relating to ynfyoded mandates
E. Applicability of House tule EXIR(e} ..o
¥1. Changes in existing law made by the bill, as reparted ....ooovevevivieeen

The amendment i3 as follows:

Strike out all after the enacting clause and insert in lieu thereof

the following:

BECTION 1. GRORT TITLE: AMENDMENT OF 1986 CODE; TARLE OF CONTENTS,
(a) 3noRT TrTLE,—This Act may be rited as the “Taxpayer Bill of Rights 2"

(h) AMENTIMENT OF 1988 CopF—Except as otheraise erpr\esﬁlyfpmﬁded, when-
ever in this Act an amendment or repeal is expressed in terms of an amendment
to, or repeal of, & section or other provision, the reference shall be considered to be

made to 8 section or other gravieion of the Internal Revenue Code of 1086,
{c} TABLE OF CONTENTS.—

S 1, Shorm citle; amandment o L9866 Coda; tablg of pantenes

TITLE I-TAXFAYER ATWVCCATE
1. Establinhmant of pesitipn of Texpaver fdvoepte within Tntermal Rrvenua Rersics,

1t Expemaon of aulbodtly i l2aue peypat Aesledanss Cnderd.

TITLE II—MOLIFICATIONS T INSTALLMEN T ACGREEMENT FROVIAIONS

201, Muoifustlon of seasone fic erminatios of wtel leest ogmemetils.
202 Administretive revicw of terminotion of jostalment agrecment.

44
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TITLE [IT ABATEMENT (IF INTERERT AND FENALTIES

Ad0l. Expunsiom ol nuthonity to wbate intenest.

ANE. Aevirw of TRS foilume ko abatr intasat.

Extonplon of salarel-fros For papmeot of Lax albet notles apd demand.

Ad. Abstement of peowsly For fuilume b0 m reguined depasits of puyrill baxes in certuin cases.

ey
§

TITLE TIV--.HHNT RETURS

401. Srudiew of jrict retom-reloled jaes, .
. doing reiurn mey e made gftar ppaTREe naturne without futl prymant of Lz
408, Dhacloeura of tollection actlvitlea.

“TITLE V—OOLLEBCTION ACTIVITIES

505, Modifleaclons to e and levy provealone.
HE. Modifemkicns by certuin vy cxempbion wmountys.
, B2, CHPars-in-compromize,

333
&

TEE

TITLE VI-INFURMATION RETURNS

GU1. Clvl damages for ravdulest Ming of nformatlon seturts,
H1Z. Meguiremoent ta conduct rensonable investigotions of informaotion reaeens.

43

TTTLE ¥TI . AWARDING OF CORTA AN CERTAIN FREES

TOl, Unitad States must ethbligh that ite position in proceading wes eybatansially juetifisd,
22, lutredsed lioil oo allorey Cees.

Tekd. Failume 10 ogene to nxotensinn oek token Intn arcecnmt.

ikt Award of litigatlon eoets permliied In declarstory ludgmetd poceesdangs.

KEFE

TITLE VIL—BOIMFICATERN 10 RBCOYERY O CIYIL DAMAGES FOR UNAUTHORIZEL COLLECTION
ACTIHS

B, Incegoan in 1mmit an recrere af eivil demages foe inagtharized collectiom pekicas

¥

TITLE LX—MUDIFICATIONS TO PENALTY FOR FAILURE T COLLECT AND LAY UVEER TAK
BHM. Prelimioury oukise requiremeenot.

und pay toer lax.

¥EEE

TBK.

TR VAP LA

40

bekd, Court dlseretlon v peluce ewend ot lration st for Teilues e exhaosl sedovinisleativa resnebee.

B2, [Rsclomurc of comanim imformation wheee more than 1 peeaon Uable for ponoley Ror Jaihaec te eelles
B, Righy of eontribogicn where meea than 1 pereen lipble Tor panplyr tor failars to colless pnd pay over
. ¥rlunteer brard mem b of tax-exempt organizations reempe fram penalty for feilnme bn collecl and
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I'FILE X—RULFIDATICNG (e RUEES HELATING TCO 3UMMONSESD

Rae. 1001 Eomeled agpentu incboded au 1hird-pary reconlkmpans.
Boc, 1002, Eafoguarda relating Lo dosigneted semmonoea,
B 10003 Armwul pepott w0 Congress conceming dealgnsted mmmmaonnes,

TITLE Z—HELIKKF FIWIM RETROACTTVE APFTICATTON OF TRRASURY DEPARTMENT REGULATIONS
Yoo, 1101, Hefief froon recrcactive applisation of Treseuty Teparmant mgulatigng,
TTIT.E XTI MISCTLTANEOTS PIRIMEETLEN S

B, 1201, Plene numbar of pavson peoviding popen statements required v be whiwm an soch slatemend,
Hap 1200 Hequbred nofles of cevtain paymenta.

Y, TEME Unacthrrized =ntic=ment of indormetion dus:hsucs,

S, 1204, Ainusl cemindses to taxparare with cutotonding detinguent ocvounts.
Hee. 1205 S-vear exleusica of abibedly e endereeror operatlons,

Bz, L2MWL Mhaclconure: of Farm F10D irformudion on cuwsh Arandactivaws.

Ja. 1207, Dlaclosaes of wetum™a and soram information te deaignes of taxpoyer.
Boee, L20B Bludy ol relliog of nlesedt ti teerpay nenta and Habilitica.

Rar. 12MM Tapersen of detcction of onderpayments ool fraed, L.

S, 12140 Uae of privats dalimary poeviees frr timely-mailing-ae-dimely-filing mle
Ser. 1211 Heporls o odscatafied of TR armnployesa.

TITL.E XETT— RENTHIIE (T FAETS

Sateicle A—Appliration of Foihareta Py Tennley to Substitote Jsums
Bea. 1400, Applieatica of filoee 0 poy nenally o subslilobe relumn,

Fuhtide 11 Exeise Tupes on Amvats of Poivale Exoss: Heseelils

Hen 1311, Bamine buxes for foilune by cerlain chadlsble opolealiobs e meed cerialn qualification rrgnimm.
meanta,

e, 1512 Bepaetlng of wartain awciss taxon nnd echer infaemntion.

fiec. 130 Busopl aganisativas megulred Lo proslda copy of weium

S |04 [oerense in penudtios co ecemps agwoisslivos fr Dalees W e conpless e elosely aonual retoers.

TITLE I—-TAXPAYER ADVOUCATE

EEC. 141, ESTABLISHMENT OF POSITION OF TAXPAYER ADYDCATE WITHTN TNTERNAT REVE-
NUE GERYICE,

12l GENERAL RuTw—Section TAG2 (relating to Commissioner of Internal Rovenie,
Asgistant Commissipner (Employee Plans and Exemnpl Opmniczalions} s amended
by adding at the end the following new smbsection:

“ i) {IFFICE OF TAXPAVER ADVOCATE,—

41 I CENERAL—There iz establiphed in the Tnternal Revenue Service an of-
fioe to be known as the 'Office of the Tavpaver Advorate’. Such office shall ha
under the supervigion and divection of an official to he known ag the Taxpayer
Advecale’ who shall be appointed by and report dicectly to the Commissioner
of [niemmal Revenue. The Taxpayer Advocate shall be entitled to compensation
ut the same rate ux the highesi bevol sificial reporting directly to the Deputy
Commisivner of the liternal Revenne Service,

2 THINETIONS OF (HAErL K —

“CAY TN omnEeal.—Tt shall ba the Tunetion ol (ke OiTice of Taxpayer Advo.
cake to—

"1} agrigt taxqayers in reaalving preblems wilh the Inlarmal Bovenue

o,

'Yii) identify areas in which taxpayers have problems in dealings wilh
the Iinternal Revenue Service,

“Giid Lo the exlenl possiblo, propese chengos in the sdministrative
practives of e Inlernol Rovenue Servios to mitigate problems identi-
fied under clause [ii), and

iv} identify potential lemslative changes which muy be appropriote
to mitigate such problems.

“LH) ANMUAL REPORTS,—

i} OBsCTVES—Not later thon June 3 of each calendar year after
1583, the Toxpaver Advocate shall veport to the Committes on Wﬂﬂs
und Meuny of the House ol Represcntatives and the Committee en Fi-
nance of the Senata on the ohjectivea of Lhe Taxpayer Advocate for the
fiscal year beginning in such calendar your. Any such report shall con-
tain full and subatantive analysia, in additien Lo slatislical nformation.

i) ACTIVITIEZ—MNot later than Mecember 31 of each culendsr yuar
after 1595, the Tag}pa}rer Adwocate shall report to the Commiltes on
Wary and Maans of the House of Representatives ond the Committee

n Finance of the Senate on the sciivibies of the Toxpayer Advocale
durine the Aerul yeur ending doring sueh caloodur yoar, Any such re-
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port shall contain full and substantive analysis, in addition to statie-
tical information, and shall—

YT identify the initiativea the Taxpayer Adwoerate has teken on
improving taxpaywr services and Interngl Hevenue Service rezpon-
EIVCTIESE,

“ITI} contain recommendations received from individuals with the
authority to issne Taxpayer Assistance Orders under sevllen TH11,

SILLD) conilain & summary of ot least 20 of the most serigusy
lems eneogntered by taxpayers, including a description of the na-
ture of such problems,

IV pontain an inventory of the ilems described in mphelauses
(T3, {11}, and (III] for which actiom has buen laken and the reslt
of such action,

“I'¥} contein an inventory of the items described in subeladees (1),
(T}, und (111} for which action remaing to ba completed and the pe-
riod during which cach item has remained on sunﬂ. inventery,

YW1 comtain an inventory of the items described in subclauses
{17 and {IIT} for which no action has been taken, the puriod during
which each item has remained ot such inventory, the reasons fur
the inaction, and identify any Tmternal Revenue Service official who
is regponeibla fur sxuch inaction,

“VII} identify uny Taxpaycer Assistance Order which was met
honered by the Intermal Revenue Scrvice jo a4 timely muannor, as
gpecified under section T811b),

SYI) ecntain recommendations for such adminisirative and leg-
jalative seton as may be appropriate to resolve problems encoun-
tered by taxpayers,

% 1XY describe the extent Lo which regional problem resalution of-
ficars participate in the selection and evaluation of local problem
resolution offloers, and

‘%) include such sther infermation as the Taxpayor Advocate
may deem advisable,

Wi} REFGRT TO BE SUBMITTER maeUTLy—Each report renuired
under this subparagraph shall be prosvided direelly to the Commitiess
refoxved to in clauses (i) and (i) withewut any prior review ot comment
trom the Commissioner, the Sucrelary of the Treasury, any ather officer
or employea of the Departrnent of the Treasury, or the Office of Muan-
agement und Budget.

"3 KESPOMSIRILITIESG OF COoMMISSONER.—The Commissioner of lnternal Hev-
emue shall eatablish precedures requiring o formal respense to all recornenda-
tipns submitted to the Commissioner hy the Taxpayer Adwocate within 3
months after submizsion to the Commissiomer.”.

(b} CONFORMING AMENDMENTS. —

(1) Section 7R11 {relating to Tapayer Assistance Cvders) is wnended--

(i) by striking "the (ffice of Ombudsmar™ in subsection (2) and oserling
Fthe (Qffce ol the Texpayer Advorate”, and

{B) by striking “Omhudsman” each place it appeara (ineluding in the
headings of subsections fe) and ([} and inserting “Tax r Advocate”,

(2} The heading for secton 7802 is amended to tead as olli:'sr

340, T, COMMIGSIONER OF TNTEENAL REVENUE; AGSISTANT COMMISSIUNENS; TAXFAVER
ADVOCATE,"

(3} The table of sectinns fer subehapter A of chapter A = amended by strik-
ing the item relating to section 7802 and inscrting the following new ilom:

“Qee, THUE Cm'nmisagnl:-r”d Intornab Hovenuws; Apei-tanl Commiesionems; Taxpayer Suin-

(e} Brrkorrve Dare—The amendments made by this seetion shall take effect on
the date of the enactment of this Act.

SN 142 EXTANSI0MN OF AUTHORTTY TG [ESUE TAXPAYEK ASSISTANCE. ORIYEHA.

[a) TEHMA OF ORFERS—Iubzection (1) of seellon 7811 (relating to terms ol Tux-
payer Asgigtance Ocdecs) s gmeoded—
(1) by inserting “within a speelficd tine period” after “the Seerelary”, aod
(2) by juserling “take any arction as permitted by law,” after “cesse ony ae-
tion.". ’
{b} LIMITATICN tnd Aarrnenorry To MoDIey or REsoiNe—Section T8110c} (ralating
Lo suklwricy lo medify or rescind) 35 amended to read as follrws:
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“le1 AUTToRITY To MODEFY OR RESCIND.—Any Taxpayor Assistance Order issued
by the Taxpoyer Advocate wrder this aection may be modified or rescinded—
i1}y gnly hy the Taxpayer Adwocate, the Commisaioner of Internal Revooue,
or the Deputy Commissioner of ITntemal Reaanne, and
“I2) ooly if =@ wnitten explanation of the veaanna for the modification or weagis-
gion is provided to the Taxpayer Advocate.®
o} HFFRCTIVE DATR.—-The amendments made by this section shall take affect. on
Ui e ol the grnaelment of this Act,

TTTLE II—MODIFICATIONS TO INSTALLMENT
AGREEMENT PROVISBIONS

EELC, 0L NOTIFICATION OF REAHING FOR TERMINATION OF INSTALLMENT AGREEMENTS,

fa] TEAMINATIONS —Sukeection (b} af section G159 (relating to estent (o which
arreements mmain in effecty is amended by adding ol the end the following naw
paragraph:

“thy MOTICE REQUIREMENTA —The Secrefary may not take any action under
paragraph (&), (3], or (4} unless—-
“LA) o nolive of such action iy provided to the taxpayer naot later than the
day [ days hefyre the date of mch action, and
(B) such notice includes an explonation why the Seerelury inlends o
toki sueh action.
The preceding sentence shall not apply in any case in which the Secretary he-
lievea that collection of any tax to which an agreemaond ahder this seelion re-
Lnles Is in jeopardy.”

{b) COnNEOEMING AMENDMENT—Paragraph (3 of section G158h) iz amended to
read ag follows;

'3 SUPSEQUENT CHANCE IN FINANCLAL CONLITIONS —IL the Secrelory makes
& detorminalion thal the fnsncs]l condition of & texpayer with whom the See-
rolucy hey enlered into an agreement under subsection (a)] has significantly
changed, the Secretary may alter, modify, or texminate such agreement.”

{) EFFRCTIVE DATE.—' amendments made by this seclion shall take ofltet on
the date 6 months after the date of the snsctment of thin Act.

EEC. 202, ADMINISTIATIVE REVIEW GF TRRMINATION OF INSTALLMENT AGREEMENT.

(] (FENERAL RINE,—Section #1589 (relating to agreements for ment of tax li-
ahility in installmenta) ia amended by adding at the end the following new sub-
section:

el ADMIMISTEATIVE HEVIEW—The Secrotary shall establish procedures for an
independent sdministrative review of terminationa of installment agreements under
thiz sectinn for taxpayers who request such a review.”

by FFFmcTvs [ATE—The amendmcent made by subsection (a) sholl taka efeel on
Jaomary 1, 1597,

TITLE IHI—ABATEMENT OF INTEREST AND PENALTIES

SEC, 301 EEFANSLON OF AUTIKIITY T4 ABATE INTEREST.
jak BeyMeral. B k. —Pyrageaph (1) of section GA040e) (relating to abaterent of in-
Letosl 1o verlain cares) ia amended—
(11 hy inserting "unrcasonable” before “curor” euch ploee it Appesns o sub-
porapraphs (A) and (B), and
(21 by slriking “in performing g ministerial act” each place it appears and in-
swurling “in performing a ministerial or managerial act™
b} CLERICAL AMENDMENT —Tha subssclivn heading far suhsection (&} of section
GdiH is amended—
(17 hy striking "ASSESSMENTS” and inserting “ABATEMENT, and
(27 by inserting “LINEEASONABLE" bofore “Erboms™.
Ig] EFFEOTTVE DAaTE—The smendmenls made by this seetion shall apply to inter
cat necruing wilh respect to deficiencies or payments fiv tacable weara heginning
wller the date of the onactment of this Aet,

ARC, W2, REVIEW OF IRS FAILURE To ABATE INTEREST,

ia) In Geapwa —Sectlon 6404 is amended by addiog st the end the following now
sibnactinmn:
“g} REVIEW OF DENIAL OF REQUEST 0k ABATEMENT OF LNTHIKST.—
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%1% IN GeNERAL.—The Tax Court shall have juriediction over any aellon
hrought a taxpayer who meets tho roguirements rebarred o in section
?ﬁﬂ%c}{‘i- AW to delermine whether the Seevetary's failure to abate interest
nnder this scotion was an, abuse of discretion, und may owder an phatement, if
guch action is brought within 18 days ofter the date of the mailing of the Sec-
retary's final delermination not (o abate such inlereat,

M3 BPRCIAL WILEE—

WAL DATE OF MATLING.—TRules similar to the rules of secton 6213 wlall
apply for purposes of delermining the date of the mailing veferred to in
paragraph (1L

B} RELIEF—FRules zimilar to the mles of saction 6512(h) shall upply for
purposed of this subsection.

%1} Tevikw —An order of the Tax Court under this subsectisn shall be
roviewable in the same maoner as a decision of the Tax Court, but only
with respect to the matters determined in such order.”

th) Errrcive DaTE.--The amendment made by this section shall apply to re-
gquests for shatemant after the date of the enactment of this Act.

FEC. 105, EXTENSION OF INTEREST-FAEE FERIOD FOR PAYMENT OF TAX AFTRR NOTICE AMD
DEMANT,
{a) GENERAL Ruri—Paragraph (3) of nection 6601{(¢) (relating to payments made
within 10 days after noties and demand) is amended 1o read as follews:

31 PAYMENTS MADF WITLUN SiBCIFIED PERIOT ATUER NOTICE AND TEMAND.—
TF nutice and demand is made for payment of any amounl and if such amount
iz paid within 21 calendar days {10 busitwss if the amount for which such
notice and demund is made equals or excoads $£100,000) after the date of such
notice and demand, interest under this sectim on the amount so paid shall not
ba inpesed for the period after the date of puch notica and dmnand?"

b} CraFoRMING AMENDMENTS, —

f1) Subparagraph (A} of section G601eX2} is amended by sirlking “10 days
{rom the date of notice and demand therefor”™ and inserting “21 calendar daya
fvotn the date of potice and demand thersfor (1) business days if the amount
for which such notice and demand is made equals or exceeds $100,000F,

{2 Paragraph (3] of section 6651(s} is amended by striling “10 days of the
dare of the notice and domand therefor” and insarting 21 calendar days from
the daote of notice and demand therefor (1) husineas days if the ameunl {or
which sush notice and demand is mada equals or exceeds $100,0007",

() BrrecTive DATE.—The smendments made: by this section shall apply in the
case of any notice and demand given after December 31, 15396,

AEC. 384 AHATEMENT OF PENALTY FOE FALLUKE TO MARE REINRED DEFOSIT OF PAY-
ROLL TAXES [N CERTATN CASES,
tad In ENERAL—Section 6666 (relating to failure to muke deposit of taxes) is
amnended by adding at the end Lhe following new mirhasclions:
=¢] Ext:el'TION FOR FIReT-TiMg DEPOSITORS OF EMPLOYRENT TaxEs,—The Ses-
retary may waive the penalty imposed by subsection {a) on a person's inadvertent
failyre to dapoeil any employment tax fE—
%1} poch parson meeis the requirements referved te in section
TARNHAN AN,
iy such failure seeurs during the et quarter that such person wuy requived
1o deposik any employment tax, and
'3y Lhe return of auch tax was fled on or before the due date.
For purposce of this subsection, the lorm ‘cmployment taxes’ means the tawes im-
posed hy sublitle C.
érdy Aurngrery To Asare PENALTY Wirrre DerodlT SENT TO SEOIETARY.—The
Secretaay may ahule the penalty imposed by subsection (&) with respect Lo the first
time a depositer {8 Tequired to moke o deposit if the amount required to ha depos-
:l:lt:d ia_-.ti:mq,vcrt,mtl}r sent to the Becralary instead of to the appropriate government
wsilory |
ﬁ}] ErrECTIvE DATE. - The amendmunl made by aubsection () shall apply to de-
posits vequired to be made after the date of the conetment of this Aet.

TITLE IV—JOINT RETURNS
SRC, 401, RELDIES OF JOINT RRTURN-RFLATED INGUKS.

The Secratury ol the Treasmy or his delegate and the Comptroller General of the
United Stares ghall each conduct separle stodies of—
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t1) the effects of changing the Hahility for tax on u jeint ecton from being
joint ond soversl to being propurlivosie Lo the tax attmbutable to each sponee,
(2 the effects of providing that, if a divorce decree allocules liability for tax
oar 4 joint retwm filed before the divorce, Lhe Secretary may eallect such lishility
only in nceordance wilh the decres,
t3) whether those previslons of the Internal Revenus Code of 1945 intended
{0 provide veliaf to innecent spouses provide meaninglul relief in oll coees whure
auch relief is approprigle, o
(4] the effect of providing that cmnmu.ni}:;{. ineome {an delined in section Bid)
of szch Codel which, in areordance with the myles contained in section B7Hn)
of sueh Code, weonld he tevated as the income of one sﬁuuse iz exempt from A
levy For failure to pay any lax imposed by enbtitle A by the other spouse for
n taxahle year ending hefore their marriage,
The roporte of such studies shall be submitted to the Corunittee om Waye and
Means of the House of Represenlatives and the Committee on Finanece of the Senate
within & moothe after the dale of Lhe chactment of this Acl

BEC, 102, JOINT RETURN MAY GE MADE AFTER SEPARATE RETURME WITHOUT FIMLL PAY-
MENT OF TAL
(a) GuNERAL RULE.—Paragraph (2) of section G0L3b) {relating Lo limitationa on
filiny of joint return after filing = alo retrns) i amendad by striking subpara-
pruph (A) and redesignsting the fellowing subparagrapha accordingly. -
] EFFECTIVE DATE—The amendment made by suhsection {a) shall apply ta tax-
able yeare heginning after the dale of the enactmoent of this Al

EEC, 408, DIRCLGSURE OF COLLECTHIN ACTIVITIES,

121 IN Grvenal.—Subscetion () of section G103 {relating te disclosure to persons
having magerial interest) is amended by adding ol the the following new pa-

graph:
d =8y DSCLOSURE OF OOLLECTION ACTIVITIES WITH RESFECT T HMNT RETURN.-—
It any delicienay of tax with Tespect to a joint return is assessed and Lhe indi-
vidunls Gling such retwrn ave no longer married or no longer reside it Lhe same
hoyzebold, upon request in nitin ﬁ; either of such individuala, the Secrotory
rhall disclose in writing to the individual makinfg the est whethar the See-
retary has attespted to collect such deflziency from smch other individual, the
peneral nature of such colectivn activities, and the amount eollected. The pre-
ceding sentenee shall not apply to wny deficiency which may not be collected hy
reazon of section BS02." ’
bl EFFECTIVE DATE.—The amendment made by this section shall apply ta ve-
quests made after the date of the euselment of this Act.

TITLE V—COLLECTION ACTIVITIES

SEC, 901, WODIFICATIONS TO LLEN ANT TRVY PIIOVIEIONS,

{a} WITHDEAWAL OF CERTAIN Noricss. —Section $323 (relaling 1o validity and pri-
arity against certain perpons) is amended by adding at the end the following new
Aubkechion:

*1 WrLLDRAWAL OF NOTICT 1N Cricraie CROTMSTANCTS. —

1] 14 QENERAL.—The Secretary may withdraw a notice of a Uen filed under
ihi: section and this chapter shall be applied- as if the wilbdrawn notice had
not been filed, if the Secretary determines that—

af4) the filing of such nolice was premature or othecwise not in accord-
ance with administrative procedures of the Secretary,

“B) the tavpayer has entetwd inte an agreement vnder scclion 6159 to
gatisfy the tax Hability for which the lien was imposed by means of inatall-
ment payments, nless such aprecmcit provides otherwise,

“2) e withdeawal of such notice will facilitate the collection of the tax
Tahilily, or

TN with the consent of the taxpayer er he Taxpayer Advocate, tho with-
drawal of mich notica would be in the best inleresis of the tawpayer {as de-
termined by the Taxpayet Advocate] and the Uniled States.

any much withdrawat shall bre made by Gling notice al the same office a4 the
wilhtitawn notice, A copy of such hotice of withdrawal shull e provided to the
THUNHvar.

W7 NOTCE TO CREDIT ARNOIRS, 1714 - -Upon written request by Lhe taxpager
with respect to whom o ootice of & lien was withdrawn under paragraph (1),
the Secretary rhall promptly make reasonable ellurly be oolify oredit reporting
upmnmics, and any |£'Lan|:u|l institution or ereditor whose nome and address i
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specified in such request, of the withdrawal of such notice. Any such request
aﬁll be in much form a= the Secmtax?" sy preserdibe ® .

(b] BHETURY oF LEaen Propsiery i Derran CAfst.—Seetion 6343 (relating to
authority to relepee levy and retum property) in amended by adding at the sod the
cllewing new subseckivn;

) Brrunm o Proregsry 18 Qeieran Caney - IF

“I1) an har been lavied upon, and
“[23 ngm delernlnes thal—
“A) tha lavy on such prop wos premature or otherwise not in accond-
ance with administeative procedures of the Secretary,

“{B} the taxpayer has entered inte &n agreement under section 6159 to
satlaly the tax liability for which the levy was impesed by means of install-
menk payments, onloss much ngmementgmwﬂ' £a ise,

“(C) the relurn of 2uch property will facilitate the collection of the tax Ii-
ahifity, or

“ {withtlmnmsentuftlmtamayerurtheTa r Advecate, tha re-

turn ofsunhgm rty would be in the best interests of the taxpayer (as de-
termined b; %n Advecate) and the United States,
the provisions of subeection (b) shell apply in the same manner a5 if such proporty
had : jwmngiy levied upon, except that no interest ghall ke allowed under sub-
zection (c)."

[d) EFFECTIVE DATE,—Tha amendments tmade by this section aball take effect on

the date of the enartment of this Act.

ARC, Hr2 WODIFHATIONS TO CERTAIN LIVY EXEMPTION AMOUNTE,
[a) Fue E'I'C.—Pa:&%ph {2) of gection 6334(a) (releting (o fuel, provisions, for-

nitura, pexrsonal exempt from le'v? is amended—
(1} by atrikinpg “If the is the head of a family, 50" and inmertiog “Sa",
{2} by atriking “hig " amd inserting “the taxpayer's household”, and

(3} by exiking “$1,650 ($1,550 in the case of levies issued during 1985907 and
inserting 33,500,

(by Boogs, ETC. aph (3} of section 6331{a) (relating to books and todls of
a trade, business, or protession) is amended by striking “$1, 100 {$1060 in the cuse
af Jeviea issued during 1680)" and inserting “$1,250°"

{¢) INFLATION ADJUBTMENT.—Hection 6334 {relating to property exempt from levy)
14 amended by adding at the end the following new subsection:

N INFLATION APILSTHMENT. —

1) IN cENERAL —In the eage of any calendar year beginning after 1597, sach
dollur amount reforred to in paragraphs (2) and (2} of subsection (2) shail be
meregser by an emount equal to—

“{A) such dnllar amptint, multiplied

(B} the cpat-ofliving adjostment determined under section LEAZ) for
such calendar vear, by substifuting “calandar year 1996° Lar ‘calamwdar yoar
1982 in subparagraph (A} thereof. )

*[2) ROUNIING—IE any dollar amognt after being increassd under paragraph
(1) is ot & multiple of $10, such dellar amount shall be rounded to the nesresat
multiple of $10.".

fd) EFFRCTIVE DMATE.—The amendments made by this section shall take effect
with resperl to levies ismued after Docember 31, 1996,
AFC. A, OFFERAB-INLDMPEOMISE

[al Beview TEQUIEMENTS —Subaeslion (b} of seslion 7132 (relatiog to records) is
amended by striking “$500." apd inserting “$50,000. However, such compronuise
ghall he rubject tn continuing quality review hy the Becretary.™.

(b} EFFECTIVE DIATE.—The amendment mm{e by this sectiom shall take allecd on
the date of the enactment of this Act.

TITLE VI—INFORMATION RETURNS

SEC. @12, CIVTL DAMAGES FOR FRALDU/LENT FILTNG OF INFORMATION RETLMNE

fa} GENERAL BULE.—Subchapter B of chapter 76 (relating te proceedings by fox-
payers and thind parties) is amended h enignating section 7434 as seclion 7435
and by inserting after aection 7433 the E:vﬂcmring new gection:
SSBEC. TAH. CIVIL DAMAGES FOR FHAUDULENT FALING OF INFORMATION RETURNE,

“lu) [N GENERAL —U any person willlnlly liles a fraudulent information retum

with respect to paymanty purported 1o be made to any other parson, such othar per-
anm may heing & civil actiem for Aamages againat the person so filing such rotorn.
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() Mamanrs—TIn any action brought under subsection (a), upon a fnding of Li-
ahility om the part of defendant, the defendant shall he linkle to the plaintif
in an amoeot equal tu tho greator of 35,000 or the sum of-

%1} any achial damages mustained by the plainlill a8 a proximate result of
the fling of the fraudulent infprmation return (ineluding any coste attrilhulable
bt rasnlving deflciencies asserted as a remalt of such filing),

{2} tha eosts of the action, and

Ha) in the couet’s discretion, reasonable artorneys foes.

“ig) PREIOD FOK BRINGING ACTION.—Notwithstanding any other provision of law,
an actiom to enfuree the liability created under thia sectien may be brought without

to the amount in controversy and may be brought only within the later of —

“[1} 6 yanrs after the date of the filing of the freudulent information retwyn,

or
{2} 1 yaar after the date such frandulant information return woild have becn
dizcoverad by exercize of reasonable cara,

“d) Cory oF CoMPLATNT FILFD Wit IRS—Any person bringing an action under
aubsection (a) shall provide a copy of the complaint to the Inbemaf Revenue Service
upon the filing of such complaint with the coart.

"¢} FDIG oF Courr To InCLUDE CORRECT AMOUNT o Pavmaent —The decision
of the court awarding damages it an action brought vndar aubeection {a) sball in-
clude a finding of the correct amount which should have been reported in the infor-
mation return

) InromMATION REFURN.-—For purposes of this section, the term ‘information re-
turn’ means any statement described in section S7240dW LA "

() CLERICAL AMENGMENT.—The table of sections for subchapter B of chaptar 76
ia amended by striking the item relating to section 7434 and inserting the following:
*Hez. T4, Civil demppen for frawtulant fling of infeematinn eetorme

“Fot. Taih, Croea referencoes

(¢} EFFECTIVE Datie—The amendments made by thils seetion shall apply to fraud-

nlent informalico relurns fled after the date of the enactment of this Act,

FEC. i, REQUITREMENT TO CONDUCT REABMABLE INVESTTGATIONS OF [NFORMATHN HE-
TUTANE.

(a) GENERAL RULE—Section, §201 (relating to sssessment suthority) Is amended
by mmmung aubaection (d) as subsection (o) and by ingerting after subsection
e) the B ing new subsection;

3 REQUIRED REASONABLE VERIFICATION (i INFORMATION RETURNZ —In any
courh proceeding, If a taxpayer aseerts a reasonabla dispute with reapect to any item
of income reported on an information return filad with the Bscretary nnder subpart
B ar C of part ITI of subchapter A of chapter 61 by o Lhind party and the taxil:jrer
haz folly moperated with the Secvetary (including providing, within a reasonable pe-

iod of time, access to and inspection of all witnesses, information, and decuments
within the control of the (axpayer 23 reasomably wled by the Secretary), the
Secretary shall have the urden of prod nﬁ reasomahle and probative ioformation
contarning mach deficiency in addition to such infermation return”

(bl EFFECTIVE DATE— amendment made by subsection (a} shall take effect on
the dats of the enactment of this Act.

TITLE VII—AWARDING OY COSTS AND CERTAIN FEES

8K, 701, UNETEDr STATER MIST ESTAFLISH THAT MBS PORITION [N PROCEEDING WAS SUB.
STANTIALLY JUETIFIEL.

{a] GEWERAL Ruwe—Subparagraph (4} of section T430(cN4} (definin vailing
parcgj is amended by siriking elause {i} and by redesignaling clanses %ﬁﬁnd i
s clauses (1) and {ii), respectivaly.

(b] BURDEN OF PRoGT on UNrmeDn STATES—Paragraph (4] of section 7430c} is
amended by redesipnating subparagraph (B) as subparagraph (C) 2nd by inscrting
afllar suhpa.ragraph tA) the following new subparapraph:

B} BXCEPTION TF UNITED STATES BOLABLIEHES THAT 1TH POSITION WAS
BUBSTANTIALLY JUSTIFIED.—

*{i} GENERaL RULE.—A party shall not be treated as the prevalling
urty in a proceeding to which subseetion [a) applies if fhe Tnited
Etatea estahlfshes that the position of the United Slates in the proceed-

i.ng was substuntially jestified.
i) PRESUMPTION (% NG JOBTIFICATION IF TTERNAL HEVENUE SERY-
ICE DIDNT POLLOW CERTAIN PUELSHED GUIDANCE—For purposes of
elavse (i), the position of the Tniled Statcs shall be presumed ot to
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be substantially juztified if the Tnternal Bevenus Herviee did not follew
its applicable published guidance in the adminigtrative proceeding.
Such presumption ey be rebuited.
“{1ii) APPLICABLF PUTILISIIED G1IDANCE. —Tor parposes of clause (il
the term ‘applicable published guidence” meuns— .
BT} regulations, revenue rlings, Tevenus procedures, information
releases, notices, and snnouncements, and
1) any of the following which are issuad to the texpayer pd-
vata ]et’;ter ralings, techniral advice momorandw, and detcrmination
lattars.

(] COMFORMTNG AMENDMENTS. —

11} Subparagraph (B) of section T430{c)(2) is amended by strildng “paragraph
(4} B)" and inserting ‘g;aragraph A"

21 Subparagraph (O3 of section TAIMWe N4}, as redesignated by subsection (h),
is amended by striking “subparagraph {(A) and inrerting “this paragraph®,

(A Seclinns 6404z} and GEE&%;{ . a8 amended hy this Act, arc o amend-
ed by striking “section T43(cKLCAKL and inserting “section T4300e N 4K ANT",

{d} BErrroTrve Date—The amendments made hy this section Hh&]mpl}f in the
case of proceedings commencod after the date of the enactment of this Act.

SBC, T, INCREASRD LIMIT (N ATTORNEY FEEE.

iat TN GENERAL —Paragraph (1) of zection T430{¢) {defining reasonable litymation
cozte) is amended—

(13 by siriking “#T6" in clunse i} of subpavagreph (B) and inserting “$1107,

(ﬁ}hb&?tﬁk[iing “an meresse in the cost of living or’ in clagse (i) of subpara-
gTa , an

{5’;. b addin% atver clausa (iii) the following:
“In the case of any culendar year beginoing after 19046, the dellar amownt re-
ferved to in clause (iii} shall be {oereased by an amount equal to such dotlar
ameunt multiplied by the cost-ofliving adjustment determined vnder sectiom
1if¥3) for su_lu.',l!J.J calendar year, puhatitutiog ‘salandar yoar 1995 for ‘celendar
year 1292 in subparagraph (B) theveof IF any dellar ameunt after being in-
creazsed wnder the pmca:lpj.n sentence is not a multipla of $10, such dollar
umenint shall be rounded to the nearest multiple of $140.

(b} Brruenve DarE—The pmendment made thiz section shall apply in the
case of proceedings comimenced after the date of the epactment of thia Act.

BEC, 7. FAILTRE TO AGHEE TO ELTENSION NOT TAKEN INTO ACCOUNT.

i) IN GENERAT.—Paragruph {1} of section 7430k} {relating to requirsmenl that
admindatrative remadied bw avhausted) iz amended by adding at the end the follow-
ing new sentence; "Amy failure to apres lo an cxtension of the time for the assoss-
ment of any tax shall not be taken intn accound for purposes of determining whether
the prevailing party meets the requirements of the preccding sentence,”

(b1 RFFRCTVE DIATE,—The amendment made by thizs acction shell apply in the
casp of procecdings commenced after the date of the enactant of this Act,

EEC, T, AWARD OF LITHATION COSTS PERMITTED IN DECLARATUORY JULHGMENT FROCEED-
IMGEL

{31 I GENERAL.—Subeection (b} of section 7430 iz amended by striking paragraph
&) and by rodesignating paragraph (1) as psragmﬁh ran.

ib} BEFFRCTIVE DATE— amenddment mada by lhis seclion shall apply in the
casa of procaedings commenced after the date of the enactment of this Aet,

TITLE VIII—MODIFICATION TQ RECOVERY OF CIVIL
DAMAGES FOR UNAUTHORIZED COLLECTION ACTIONS

HE{. 01, INCHEARE IN LIMIT ON RECOVERY OF OTVIL DAMAGEN FOR UNAUTHORIZED COL-
LECTION ACTIONS.
ia} CENERAL RNE—Subsectiom (b) of zection 7433 (relating to damages} is
amended by striking *$ 100,000 and inserting “§1,000,000",
{b} EFFECTIVE DATE—The amendment muds by subsection (a) shall agghr to ac-
tions by officers or employses of the Internal Bevenue Berviee alter the date of the
anactmant of this Aet,

SR, M COURT IMSCRETHIN TO REDUCE AWARD FOR LITIGATIOM CDSTA FOI FAILURE TO
EXHAUGST ADMINIETRATIVE REMEDTES.

i{a] GENERAL RULE—Poragraph 1) of section T433(d) (retating Lo civil damages
for cartuin unauthorized colbection actiona) is amended to read us Bllows:
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1] AWARD FOR DAMAGES MAY §F, RETHICED IF ADMINISTRATRVT REMEDIER NOT
EXHAUSTEN.—The amount of domapes wwarded wondar subsection (b} may be re-
duced if the court determines that the ptainuff has oot cxhoueted thw adminis-
tmtnlvc remedies available (o such plaimtif within the Internal Revanue Serv-

e’
th) FFFECTIVE ThaTR.—The amendment made by this section shull apply in the
cape of provesdings aowmenced after the date of the enactment of thia At

TITLE IKX--MODIFICATIONS TO PENALTY FOR FAILURE
TO COLLECT AND PAY OVER TAX

HEC, Bt PHELIMTNARY NOTICE REQUIREMENT,

fal TN GAENERAlL. —Sectinn B6TE (relating to [ailure to collect and pay over tax, or
attempt to evade or defeat tax) is amended by redesignating aubaection {b) az sub-
secHon (g} and by Inserting after suhsection (u) Lhe fellowing new sobsection:

i) PRELIMINARY NOTICE REQUIRFMENT.—

1] [N GENERAL—Mo penalty shall be imposed mmder subsection {a} untess
the Secretary netifies the tucpayer in writing by mail lo an address as deter-
mined under section B212(bY thal the texpayer shall he subjecl to an assessment
of such penalty,

3 TIMING OF Womiow. —The mailing of the notice described in pavagraph (1)
shall precede any notice and demand of any penulty under subﬁectlmﬂ} by at
least 60 days.

) STATUTE OF LUMITATIONS—If & notiee described in paragraph (1) with re-
spect tn any penulty is mailed hefrre lhe expiration of the perind provided by
aection GREOL E}r the asaegzment of such pehalty {det&rmineﬂpwiﬂwut regard to
this ?ariﬁm L), the peried provided by such section for the assesument of such
penally u].Fumt cxpire hefors the laler of-

B e date 990 days alter the date on which such nolice was mailed, or
“¢B) il there iz a timely protest of the proposed sssessment, the date A0
days witer the Secvetary mukes & final administrative determination with
ref:]EHcL o such profest.
S 4y EACEPTION FOR JFROEARLY.— This subsection whall nol apply if the See
relary finds that the enllection of the penalty in in jeopacdy.”
(b EFrertVE Date—The amendment made by subseclion (a) shall apply to pro-
poeed aesesaments mude aller June 30, 1R,
SEC. B2, DISCLOEURRE OF CERTAIN INFGRMATION WHERE MORE THAM 1 PERSON LIAHLE
FOR FENALTY FOR FAILURE TO COLLECT AND PAY 0VER TAT
{a) IN BENERAL - Hubsection (e) of section 6103 (relating to dizclosure to persona
haviog materinl nterest), as amended by section 403, is amended by adding at the
end tha lollewing new paragraph:

w9} INSOLASURE OF CEHTAIN INFORMATION WS MORE THAN 1 PERSRON AUB-
FECT T PERMALTY UNDEY SECTION seve—If the Seceetary determines that a per-
gom iz liable for a parmlt%[ under sectiom A572(a) with respect to any failure,
upon reguest in writing of such person, the Seerctary shall diselose in writing
to such person—

4% the name of any other persen whom the Scevetary han determined
tn be lizhle fur such penalty wiﬁfreupmt to such failure, and
WA whethar the Secretary has attemplad to collect sach Pan.ulty from
such other person, the general nature of such collection activities, and the
amoant collecled ™
‘b EFFECTIVE DaTi—The amendment made by subsection {a) shall t=ke elfect on
the date of the enactmenl of this Act,

HEC, #0¢. RIGAT OF CONTIUBUTION WHERE MORE THAM 1 EKSON LIARIE FOR FEMALTY
FOR FATLERE TO COLLECT ANT PAY OVER TAXL

{u} IN CGENERAL —Section B6T2 (rulaling to failure to enllect and pay over tax, or
attempl la evade or defeat tax) in amended by adding at the snd t.iwa?alluwing new
subseclion:

“di Ragut OF CONTRIMUTION WhHees MORE THan 1 Purson LIABLE FOR PRN-
Are—IT more then 1 persen ia Liable for the penalty under subsection {a} with re-
H‘EE'L":- to nny lax, cach person who puid such penalty shall he antitled to recover from
olhet porsons whe are liable for sich penalty an amounl equal to the excess of Lhe
amount paid by such person over such person’s proporticnaia shave of the penally.
Any claim for sueh o recovery may be made only in a proceeding which is separate
from, and ia nol jeited or consolidated with—

1) an action for collection of such penully brought by the United States, or
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“2} a preeeeding in which the United Siules liles & erunterclaim or third-
parly complaint for the eolleetion of such penalty.”
bt Ervecrve DATE.~-The smendinent nmcﬁa by aubarction {a} zhall apply to pen-
alties pesessed after the date of the enaslment of this Act.

SE(. 8. YOLUNTEER BOARD MEMBERN 0F TAXEXEMPT GRGANIZATIONR RERMPT FHOM
PENALTY FOR FAILURE TO COLLECT AND BAY OVER TAX,

fay IN CERERAL —Seetion 6672 is amended by udding at the end the following new
gubseelion:

gl EXUEIUON FOR VOTUNTARY HOARD MEMPERS 0OF TAM-EREMPT ORianiza-
TIoKS.—MNo penulty shall be impossd by subeection (a) on any wnpeld, volunteer
member af any beard of lrustees or divectors of an organization exempt from tax
under subtitle A if such member—

*1) js solely serving in an honerary capacity,

{2y doez not participate in the day-to-day or financial operations of the orya-
nization, and
] 'ﬁiajiluaa vot have actaal kmowledge of the failure on which such penalty is
impoaed.

The ding sentence shall not apply if it results in oo person belog liable for the
tliri;"m by suhasction {al.”
[ LG TNFOIMATLON REQUIREMENTS.—

{1} TN GEMERAL—The Secretary of the Treasury or the Secmta.r{s delegate
{hereafter in this subsection referred to as the “Secrctary™ shall take such ac-
tions ma may be apprupriate to ensure that employecs are aware af their reapon-
sibilities under the Federal tax depository system, the circuomatances under
which em_fglu}rem may be liable for penalty im d by sectiom 6672 of the
Internal Reverue Cude of 1986, and the responsibility to premptly report to the
Internal Reverme Service uny Milure referred to in subsection {a) of such seclion
B673. Buch actiona shall includs—

Al printinﬁlof a warning on deposit coupon hooklets and the appropriate
tax returns that certein employees tmay he liable for the penaify imposed
by such gection 6672, and

{B} the development of a ppecial information packet.

{21 DREVELOPMENT OF EXPLANATORY MaTEwal8, —The Secretary shall develop
materials explaining the eircumstances under which board members of tay-ex-
cmpt organizations (including voluntary and honorary members) may ba subject
to penalty under section 6672 of such gﬂde. Buch materigls shall be made svail-

to tex-exempt organizalions,

(&} IRS MSTRUCTINE —The Scoretary shalt clarily the instructions to Tnter
naut Revenue Service employess oh the application of the penalty under section
BATZ ol auch Code with regard to woluntayy membera of buards of trustees or
directors of tax-exempt organizationd.

TITLE X—MODIFICATIONS OF RULES RELATING TC
SUMMONSES

SEC. 1ML ENROLLED AGENTS IWCLUIED AS THIRN-PARTY RECORDNEEFERS.

fa) I GENERAT.—Parmgraph (3) of section TA0S(a) irelating to third-party record-
k + defined) is amended by striking *and” at the end of subparagraph (G, by
striking the period at the end of subparapraph (IT} and inserting * and”, and by
adding ut the end the following the subparagraph:

=1} any envelled agent™

i} Breromivie Danvs —The amendment made by subsection (a) shult apply to sum-
monges isaned after the dale of the epactment of thia Act
SEC, 1802, SAFEGUARNS RELATING TU DESLGNATED STUMMONEES,

{8) SrANDARD OF REviEw —Subparagraph (4) of section S603KE) (defining das-
iunaled summons) is amended by redesignating clavses (i} and (i) as clavses (i) and
{iii), respeclively, and by inserting belore clavse {1i) (s so redesignated) the follow-
ing new clause:

(i} the ismuance of vuch swnmons is preceded by 4 review of such in-
puanee by the regional counsel of the Office of Chisl Counsel for the
region in which the examination of the corporation is being eonducted,”,

th! LIMITATION ON Presons T WHOM THERGHNATED SUMMONS May Bre [SsusD.-
Paragraph (1) of section GB0A(k) iz amonded by striking “with respect to any return
of lax by o corperation” and insecting “ta a corpovation (or Lo any other person tn
whatn Lbe corporation has tranafermed records) with respect o any return of tax by
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such corporation for & taxwble yeur (or other period) for which such corporation is
helog exatined under the conmdinated examination program {0r a0y SUCCEHaOT RIV-
pram} of the Internal Revenue Secviee”.

(o1 CLERICAL AMENDMENT —Seelion GR03 1z ameandoed by redesipnating subsections
tk1 and (N iaa soaended hy this aeetion) as subsections ) and (o, resﬁa:ti\fely,

(d} EFFECTIVE DATE,—The amendments made by this section ahall apply ta sum-
monses iseued gfler the date of L yoscelewent of this Act.

HEr. 108l ANNUAL BEFORT TO CONGRESS CONCERNING DEIIGNATEN ATMIMONARS.

Mot 1o ler Lhan Deepmboer 81 of cach calendar vear after 19305, the Secretary of ihe
Tressury ov hia delegate shall report fo the Committes vn Ways ol Meaes of Ll
Heuse of Bepresentatives and ihe Committes on Finance of the Senste on the num-
her of designated summonses (gs delised b seclion 60031 of the Tnternal Revenue
Code of 1986) which were insued during the proceding I3 monthe.

TITLE XI—RELIEF FROM RETHOACTIVE APPLICATION
OF TREASURY DEPARTMENT REGULATTONS

SEC. Lidl. RELIEF FROM RICTHOACTIVE APPLICATION OF TREASURY DEPARTMENT HEGULA-
TIUME,
(a) IN GEKERAL—Subeectinn (b)Y of section 7806 {relating to riles and regniatinna)
is amended to read az follows:
"{by) RETROACTIVITY OF RRGOTATIING —

“1) 1IN GENERAL.—Except as otherwise provided ik this subsection, no tem-
porary, proposed, or final regutation relating lo lhe inlernal revenne laws shall
apply Lo any taxable period El‘ldinﬁ before the earliest of the following dates;

“a) The date on which such regulation &+ filed with ihe Federal Register.

B) In Ihe case of any final regulation, the date an which any propesed
ur temporaty regutation to which such final regulation ralates was filed
with the Federal Repiztor.

W) The date o which any notice substantially descevibing the axpected
wr;JtFnta of any temperaty, proposced, of final regulation in msued v tha
public.

“[#) EXCEPTTON FUOR PROMPTLY ISSUED REGULATIONS. -Paragraph (1) shalt net
apply to regulations filed or igrued within 18 months of the date of the enact-
ment of the stetutary provision to which the repulalion relates,

“3) PEEVENTION OF APTAE—The Secretary may provide that any regulation
may lake cffcet o apply retroactively to prevent abusa.

“T4) CORHECTION OF PROCEDURAL DEFECTS.—The Secrelury oy provide that
any regulalivn may apply retroactively fo coviect 2 procedural defeel in the Is-
guance of any prioe repulotion.

“[5) TeETELIN AL, HEGULATIONS, - The limitation of pavagraph (1) shall oot apply
to any r;gulal:iun reluling to itdernal Treasury Department policies, practives,
or T4

(5} CONGRISAIMMAT. AUTIOIZATION —The timitation of paragraph (1) may be
supcrzeded by a legislative grant fren Cowgress authorizing the Secretary to
preseyibe the effective date with respect b any eegulation

ST BLBOTON TO APPLY RETROACTIVETY —The Sevrwlary may provide for anﬂ'
;r.»i:xpu_-;er o eleet W apply any regulation before the dates specilled in paragrap

“(H) APPLWATION I} BEULINGS.--The Secretary may prescribe the eslend, iF
any, to which any ruling {including any judicial decision or any administrative
determination other than hy regulalion) relating to the internal revenne luws
shall be applied without retriacoive effect.”

it Brekerive DATE--The amendment made by subseclion {a] shall apply with
respect Lo repulations which relate to statutory provisions enseted en or after the
date of the enactment of this Act,

TITLE XII—MISCELLANEOUS PIROVISIONS

HEC 1. PIONE WUMBEL OF L'SHA0N PROVITAMNG PATEE STATEMENTS HEQUIHED 170 BE
HHUWMN O SUCH STATEMENT.

(e) CGEMERAL RULE—The following provisions src each amended by striloog
“name uid adideess” and inserting “name, addreess, and phone aonber of the infor-
mation enobuael™

i1} Section G604 104N 1),
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[ 2) Hectlon 6041004 101
[b} Bectinm GO42 K1)
i4) Section Gid4{ek 1)
15} Section G04E(RI L)
{5} SBection GO4HcH 1KA )L
{7} Bection A050BRI1Y,
{H} Bartion GOSOHAK 1),
19 Suction G0G0IeX 1L
(14] Seetion BORLI(E}.
{11 Feetion GOGOKILK 1),
§12) Bection BOGOMIBY 1},

(b} Errecrive Date—The amendments made by subsection (a) shall apply to
statemants required to be fumished after December 31, 1986 {determined withot
regard to any extension).

BEC, Ik REQUIRED NOTICE OF CERTAIN FATMENTH.

1f any pavmant is recaivad by Lhe Secralary of the Treaauty of his delepate Gom
uny taxpayer and the Secretary canmet aeocciate such ent with such taxpayer,
the Becretary shall make regsonabte efforts to notify the taxpayer of such inahility
within 0 days after the receipt of such payment.
SEC. 1203, UNAUTHORIZED ENFICEMENT OF INFORMATHON INECLOSURE.

fa) LN GEMNERAL—Subchapter B of chaptler 76 (relaling to proccodings by tax-
payors and Liird parties), as amended by section 80104), is amended by redesgnat-
ing seclion 7426 as section 7436 end by inserting after section 7434 the fellowing
naw section:

“EELC. 'IMSEWTL DAMAGER FOR UNAUTHORIFED ENTICEMENT OF INFORMATHIN DISCLO-
LIHE.

“a) [N GENERAL—IT any olliser or emploves of the United States inlenlonaily
compromises the delarmination o collectin of any tax due from sn atiorbey, ser-
tified public aceounlant, or enrelled sgent representing A taxpayer in axchange for
intortontlon mnva?!d by the taxpayer to the attorney, certi public accountant,
ur emrmiled sgent for purposes ofpgﬁ'mfning advice concerning the taxpayer's tax 13-
ubility, such taxpeyer may bring a civil action for damages inet the [nited
States in 2 district conrt of the United States, Such civil action 1 be the exclu-
give remedy for recovering damages resulting from such actions,

bt DamMAGEs.—In any ection brought under subscotion (a), upon a fnding of li-
ability om the part of the defondant, the dalendant shall be Hable to Lhe plaintiff
in an amount equal to the lessar of $600, 000 or the gum of —

“[1} aclual, direcl econumic damages sustained by the plaintiff ss 8 proximate
reaull of the information disclosare, and
(2 U eoats of the action.
Danages shall not include the taxpayer's liability for any civil ar criminal penalties,
ar nther lnases attributable to incarceration ov the imposition of other crimimal sane-
tamA.

Mot PAYMENT AUTHORITY.—Claims pursuant to this section ahell be payable out
of funds approprigted under section 1304 of title 31, United Stares Code,

“(d) PERIOD FOR BRINGING ACTION —MNotwithstanding any other provision of law,
an action to enforee liabilily ereated under this secllon may be brought withoul re-
panl to bhe amount in controversy and may he bronght only within 2 years after
lha dule tha sctiong creating auch liability would have heen diagcoversd ﬁ;.r exeTeibn
al reasonable care.

“fe) MANDATORY STaY,—Upon 8 certification hy the Conmumdasioner or the Commis-
aipners detegate that there is on onreing investigation or prosecutiom of the tax-
paver, the district cowrt before which an action under this seclion is pending shall
stay oll procesdingg with respect to such activm pending the concluzion of the ibves-
Lipalion or prisacution.

0 CriME-Fraun BExeerTon—SSobsection {a} ahall not apply to infoemation con-
veyed to an attommey, certified public accountant, or enrolled agent for the purposs
of %ergel‘rating a fraud or crime.”

b} CLERICAL AMENDMENT.-—The tahle of sectiona for subchapter B of chapter 76,
gs amended by acotion 601k}, iz amended by striking the ilen relaling to seclion
7435 and by adding at the oted the following new items:

“Bue. TALS. Livil dameges for uneulburived eotivement of information disclasoec.
Pieo M. Cmmen roferenegs ™

(o) Eprgetive Dars—The amondments made by Lhis section shall apply fo se-
tions aller the date of the enactment of this Act.
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BEC, 18, ANNTAL REMINDERE TG TATPAYERS WITE (MUTSTANDIMG DELINGUENT AC
COATTS,

{a] Toa BGENERAL —Uhepler 77 {relating ta miacellaneaus provisione) is amended by
adding at the end (b ©ilewing now seetion;
~Ei:, 7524 ANNITAL NITTICR OF TAX DELINGQUENCY,

“Klot less often than annually, the Secretary shall rend & writlen notioe fo each
toxpoyer whe has o tax delinguent account of the amound o Uw lax delingneney
ax of the date of the notics.”

(b CLyRAT, AMENDMENT.—The table of sections for chaptar 97 is smanded by
addiny al the end the fellowing new item:

“He, THM. Anoal aotice of ta delinguency ™

{¢} EFFECITVE DATR.—The amendmenls made by this section shall apply to cal-
endar years after 1886,
SR 1208, 5-YEAR EXTENSION OF AUTHORITY FOR UNDERCOVER OFERATIONA.

{a} In GENERAL—Paragraph {3} of section 7501(c} of the Anti-Drug Abuse Aet of
1958 in amended by striking all that follows “lhis Act" and ingerting a pariod.

b Resrouaron oF AUTHORITY POR 5 Yeaws —Subsection (o) of sectiom 7608 is
amended by adding at the end the following new pavagraph:

SHt APPLICATION OF S3ECTION.—The provisions of this subsection—

A AY shall apply after November 17, 1988, and before Jamgary 1, 1990,

and
“{H) ahall u]i-pl;.r alter the date of the enactmend. of this paragraph and be-
fore January 1, 2001

1] amounts expended pursuant to this subseetion during the peried described
in subparagraph (B} shull be recovered to the extent presible, and deposited in
Lhe chasmy of the United Stales oz miscellanesms receipts, before Janoary 1,
R R
(0] ENHARCED OVERSIGHT.—
(1] ADTIONAL INFORMATION REGUITED 1IN KEPORTS TO CONGRESRS —Subpara-
graph (B of section 7608(c¥4] is amended—

(A by stoking “proeceding the peripd” in clausa {ii),

(B) by siciking “and" ot end of clause {ii), and

o 13?" stoking clause (iii) and inserting the fellowing:

¥iii) the numbar, by pragrams, of wndercover invesligative operations
cloed in the 1-year period for which such report is submitted, and
43wt the following infbemation with respect to sach undercover inves
tigative operation pending as of the end of the 1-yeur purivd lor which
such report is submitted or closed during such 1-vear period—

T} the date the vperalinn bepen aod the date of the ceclilication
refevrved toin the lart remtence ol paragraph {11,

“1I) the total expenditures undor the operation and the amount
and use of the procesds from the epetation,

{1111 a detailed description of the operation including the poten-
tial violalion being investizated and whelher the aperation is being
conducted nnder geond jury auspices, and

TV} the results ol the aperation inctuding the results of criminal
proceedingn.”

{3 AUDITE REQUIRED WITHOUT WHEGAHU TO AMOUNTS INVOLVED—3ubpara-
praph (03 of scelion TEMHCG) in amended to read as follows:

S0 UNDERCOVER INVESTIGATTVE OFEILATION. —The term ‘underenver in-
weatipulive operation’ means any undercover investipative operation nf the
Service; except that, lor p&]}ﬁﬂﬂes of pubparagruphs (A) and O of para-
graph (1], such term only i udes an operation which s excmapt fhom see-
ton 3302 or $102 of title 31, United States Code,"

(3" E¥FECTIVE DATE.—The amendmenls made by this subsaction shull lalke eff
fect on the dale of the cnactment of this Acl.
SEC, 1205, DIACLOSURE OF POKRM 8300 INFORMATION ON CASH THANSACTIONS,
ia} T4 GrNEral..—Sobscction (1) of pection 103 (mdoling to disclosure of returns
and retyrn informution for purposes other than fux wdministration} is amended by
adding at the end the Rillowing new paragraph;
¥ |6 DISCLOSTIRE OF HETUHNA FILED UNTER SECTION G050 —The Secretary
iy, UpOT written mq]umt, dizclose to officers and employees ol —

“f) any Federal apancy,

B any agency of a State or loval poveriument, or

“00) uny agredcy of the povernment of a foreign country,
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information ronlained on returns fled yoder seclion 0501 Any such disclomire
ghall be tutde on the same basia, and subject to the same sonditions, as apply
tn disclomures of ipformation on reperte filed uoder section D813 of title 31,
Unized States Code; except that no disclasure under this paragraph shall be
maide for purposce of the adminlstration of any tex lww.”
{hY CoNFORMING AMENDMENTS,—
{1} Snhaection (1) of gection 6108 is amended by striking paragrapl (51
{2} Bubparagraph {A) of section GLO3(p4) is amended---
(A by ateiking “ITHANTLY or (31" woed inserting Har (FILANIL)T, and
(B} by slriking “or (14)" and insetling (142, or (16"
{3} The material preceding subparapraph (A} of pection 6 103HpK4) is amend-

rd- -
(A} by steiking “(5), or (8)" and ineerling “or (31",
iB by striling “(OMINEILLD, or [BY aod inserting “UNINBNL,", and
(0 by striking “or (12)" and inserting “(12), or (13",
{4} Claues (i) of section S103(pI4HF) iz amended—
LAY by girildng “(B), ot (8" and inserting Yor (5F, and
(B} by sleiking “or (14)" and inserting (14}, or [ L7

{5} Paragraph {2) of section 7213(a} is amended by siriking “or (12)° and in-
gerting (12}, or (161",

{£) EFFRCTIVE DATE. —The amendments made by this section shull lake effect on
tha date of the enactment of this Ast.

SEC. 1397, DISCLOBURE OF HEIURNS ANDG RETURN INFORMATION T0 ORSIGNEE OF TAX-
PAYER,

Subeestion {¢) of section 6103 (refating to dizclemure of mlums and retum infor-
mation to degignes of taxpayer) is amended by striking “written request for or con-
gent to uch disclesure” and inserting “request for or comsent by such disclosure”.
BRC. 1384 STUDY OF NEYTNG OF INTEREET ON (WERPAYMENTH AND LIAELLITIES,

ta) It CENERM. —The Secretary of the Tressury or his delegate shall—

(1) ennduci a study of the munner in which the Tnternal Ravenue Service has
implemented the netting of interest on overpaymenia and underpayments and
of the policy und administrative implications of global netting, and

(2] before submitting the repart of such study, hald a publie hearing to receive
comaments en the mallers included in sach stady.

ik} REPrRT.—The report of such study shall be submitted nat later than & montha
after the date of the enactment of this Act to the Commillee on Ways and Mezns
of the Houge of Reprasentatives and the Commilies on Finance of the Senale.

BEC. 1300, EXFENSES OF DETECTION NF UNDERPAYMENTS AND FRAUD, ETC.
(a) IN CIEWNTRAT. —SBevlinn 7623 {relating to expenses of deduction and punishunenl
of frauids) is wmended to read a8 foltows:
“HE[. TH23. EXPENEES OF METECTION UF UNDERPAYMENTS AND FRAUD, ETC.
“The Beerslary, wider regulations presecibed by the Secretary, is suthorized to
pay such sume a8 he desms nevessuty for— -
" 1) deteeting underpayments of tax, and
WY Jetecling and bringing to trial and punishment persens guilty of violating
the mternal reverme laws ar conniving at the same,

in cazes whers such cxpenses are not otherwiso provided for by laow. Any amount
payahle umder the preceding sentence shall be paid from the proceeds of amounts
fullier then interest) cellecled by reason of the infetmelion provided, and any
amount se collected zhall be available for mch payments.”,

{h) CLEIGCAL AMENDMENT.—The tuble of sections for subchapter B ol chapter 76
is mnended by striking the item relating to section 7623 and inserting the foltowiny:
new ikem:

Winp, TARY Kxpeosen of detsctiom of nnArtpigymenly and Craud, soe®

ici EFrroTive Dark.—The amendments made by thiz section shall tuke elltet on
the date which iz & montha after the dulo of the cnactment of this Ael.

{dy REPORT —The Secrolary of the Treasury or his delegate shall sobmit an un-
nnal reporl io the Committee on Ways and Means of the House of Represcutatives
und the Committes on Tinanee of the Senate on the payments under section 7627
of the Tnteroal Revenue Code of 1586 during Lhe year and on the amounis collected
{ur which such payments were made,

H.hept. 104-506 D — 86 — 2
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SEC, 1210, USE OF PRIVATE DELIVERY SERVICES FOH TIMELY-MAILTNG-AS-TTMRLY.FITING
HULE,

Section 7802 (reloting to timely mailing trawled as Lmely Oling and paying) is
amended by adding at the end the llowing new subrection:

“f THEATMENT OF PRIVATE DELIVERY BERVICES.—

1] IN CENERAL—ADY reference im this section to the United Stotes mail
chall be treated ux includlnye a retaronce (0 any designated delivery sernice, atud
any reference in this section t¢ & postmork by the United Stotes Postal Servies
plwill be truaked o3 inciuding a © nice to any date recarded or marked as de-
seribed in paragraph (210C) by any designated delivery service,

2] DEBIGNATED DELIVERY SERVICE—For purposes aof this subsection, the
term ‘designeted delivery setvice' means any delivery servica vided by a
trade or business if such pervics in designaled by the Secretary for purposes of
this seclion Tha Secretary may designate a delivery serviee wnder the preced.
ing sentence only if the Becretary determines that such service—

Al is available to the general publie,

"{B] iz at lenst gs timely and reliable on a regular basis as the United
States mail,

"“\{!) records electronically to its dala baso, Kept in the regular course of
its business, or marks on the cover in which any item referred ro in this
gection is fo be daliversd, the dafz oo which such item was givan to such
trade or business for delivery, and

I meets sueh other criteria as the Secretary may prescriba.

A BGQINIVALENTA OF HECIETEREDR AND CERTIFIEN MAl.—The Secrebary may
provide a rule sitnilar to the rule of peramraph (1) with respect to any service
provided by a designated delivery service which is substantially equivalent to
United States tugistared or cortified mail™

SEC. 1211. REPORTE ON MIFCONDUCT OF TRS EMPLOTELS.

0o or balors June 1 of each calendar vear after 1996, the Secralary of the reas-
ury shall submit tn the Commitlee on ‘lﬁ;ays and Meane of the Tlouse of Reprasenta-
tives and the Committee on Finance of Lhe Senate a report on—

{1} all calepories of instonces involving the misconduct of smployees of the In.
tevna]l Revenue Service during the pr ing calendar year, and

2} the disposition during the preceding calandar year of any such instancen
{without regard to the year of the misconduct).

TITLE XIII—REVENUE OFFSETS

Subtitle A—Application of Failure-to-Pay Penalty to
Substitnte Redurns

BEC. 1507, APPLICATHIN OF FAILYUHRE-TO-FAY FENALTY 10 SUBSTITUTE RETURNS,
(a3 GUNFRAT. ROL—Sevtion B561 (relating to failure to file tax return or ip pay
tax] is amended by adding at the end the fllowing now subecction:
3] TREATMENT OF RETURNS PREFARED RV SECRETARY UnnER SecrionN 602000 —
Tn the cass of any relurn made by the Secretavy under section G206 —
"1} such return shall be disraparded for purposes of determining the ammmt
of the addition under paragraph (1) of subsection (a), but
{2} such return shall he treated as the return filed by the axpayer for pur-
poses of detennining the amoont of the addition ynder paragraphs (2) aod (3)
of subpection {ak".
(by EFFECTIVE DATE—The amendment muada by subsaction (a) shall apply in the
cane of uny celurn Uwe duce date for which (determined without repurd e extansions)
is after the date of Lhu anaclment of this Act,

Subtitle B—Excise Taxes on Amounts of Privaie Kxcess
Bencfits

BEC. 1611, FICTSR TAXES FOR FAILURE HY CEHTAIN CHARITABLE ORGANIZATIONS T MEET
CENTAIN QUALIFTCATIN HEQUIHERENTE,
{a} T GRNFRAL.—Chapter 42 (eeloling to private foundations and cevtain other
tax-cxempt organizations) is amended by redesiphaling subchapter [} as subchapter
& and by iuserling afiler subchapter € the following new mibehapter:
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“Subchapier D—Faflure by Cerlain Charitoble Organizations To Moot
Certuin Qualifleation Raguirements
“Howr, AR Tavmes nm peears bieoifil Lenoimsdivues
SR JH5A. TAKES UM EXUEHEH BENEFIT TRANAATTIONS,

“Ia) INTTIAL T, —

1) {4 THE DISQUALIFIED PERION —There fa herehy imposad on cach e¥ocss
bonefit treosaction o bax egoal Lo 26 percent of the excess benebit. The lax im-
pazed by this parﬂg}:ﬂph shall be paid by any disgualifiad peoon eleted to in
subsection (A1} with respeci Lo such transaction,

Wy N THE MANAGEMENT—In any case in which a tax 15 itmposed by para-
graph (1), there is herehy impoded on the participation of any arganizalion ma-
agcy in the excess henefit transactioh, knowing that it is such a lransaetion, a
tax I to 10 pereeni of Lhe cxecss benefit, unless su:hlﬁf.rljﬂpa:iﬂu is not
willfal and ia duee to ressonable couse, The tax impased by this pamgraph shall
be paid by any orgunizelion manager who participated in (he cxcesa Denefit
transaction.

40 ADTHTIONAT Tak ON THE DMSQUALIFIET PERSON.—In sy case in which an ini-
tial tax is imposed by subsection {a}1) oo an exvess benefit transaction and the e
cens benefit involved in such transaction in nol eontweted within the taxable period,
thers i hereby Laposcd B tax equal to 200 pervent of the exccss benefit involved.
The lax hnposed by this subsection shall ba paid by any disqualified person referred
to o wubseelion (fK1) with respect tn much ransaclion.

“} EXCESa BENEFIT TRANSACTION; Exiios BENEFIT.—For purposes of this sec-

"1} EXCESS TENEFIT THANSAGTION.—

WA TN gEMERAL—The torn ‘excess benefit transaction’ means any brans-
gction in which anh seonomic benefit is provided hy an applicabla (ax-cxcmpt
organization directly or indirectly to or for the uee of any disgualified per-
pon iF the value of the economic benefit provided sxceeds the value of the
consideralion (ineluding the perfarmance of services) ceccived for providi
wuch benwiil. For purpeses oltPthe preceding xenlanre, an economic benefit
phall ool be treated as consideration for the pecformence of services unless
such orpanization cleariy indicated it intenl Lo 5o ltvat such bemefit.

B ExCESS BENEFIT—The term ‘emcess benclit’ means the excess re-
ferred to in subparagraph (AL

33 ATTHORITY T TNCLURE CERTALN THER PRIVATE TNUREMENT—To the ax-
tent provided in tatioms prescribad by the Secretary, the term ‘exeesy hena-
It transaction’ includes any transuclion in which the amount of any ecoocmic
benelit provided to ov for the use of o disqualified person is determined in wheie
oFr mcﬁm.rt by the vevenues of 1 or more activities of the organization bul only
if such tramsaction results in imurcment net permitted under parsgraph (3} or
{4} of gectiom 501icl, us Lhe case may be, In the case of any such tronaection,
the excess henefit shall be the amount of the inurement nol so peemitced.

Ay SEroTar. RuLks —For purposes of this section—

W JOHNT AND SEYEHAT, LIABILITY.—If meore than 1 person iz linble for any
tax imposed by subsection () or subsection (), all wach pursons shall be jeintly
and severally liabla tor such tax,

YAy LIMUT FOH MANAGEMENT.—With respect to any 1 oxccss benefit trans-
getinn, the maximum ameount of the tax imposed by subscetion faX2 shall Tt
exceed $ 10,000,

el AppLiCABLE Tax-KiEMPT ORGAMIZATION —For purpeses ol thiz subchapter,
the term 'applicable lax-cxempt orgsnization’ means—

1) any orgunizalion which (without regard ta any excess bonefit) wauld be
ﬂea:rihedyiu parapraph (2) or {4) of sectivn 0L and exempt from tax under
pection B01(a), end

') any urganization which was deperibed in parsprapl (1) at any time dur-
ing the F-yeur ponoed couling on the date of the tranguelion.

Such term shall nol inchade a private foundation (#s defined iu seelion GONaR.

W Ok DRSNS —For parpoges of this ssetion—

1) DEuUALIFED PERSON.—The term ‘disgualified persen’ means, with re-
npect lo any transaction—

A ary person who was, at any time during the G-year period ending
on the date of sueh lransaction, in a position tn exervise subsloaliab indu-
ence gver {he afTuins of U organigation,

il i member of Lhe lamily ol o iodividual described in mibpavagraph
(AL an

W o 35 pereent contralled entily.
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5] DRGANTZATION ManNagkl—The torm ‘organization sanwpgesr meand, with
respact to any applicable tay-exempt arponizetion, aoy officer, dlrector, or
trustee of such orpanlzation for ony individual having powers or resprnsibilities
similar Lo those of officers, directora, or trustees of the nrgonization),

=) BA-PRHC KN CONTROLLED ENTITY.—

“AY TN Genkkal,  The term "35-peroant cunlrolled entitg‘ means—
“fi} a corpotalion in which persons desoribed in eubparagraph (A or
{BY of purapraph {1} own more than 35 percenl of the totzl combined
voling posrer,
i) a partnership in which suchk persons owm more than 35 percent
of the profils interest, and
"iii} & trust or wstata in which such persons vwn more than 3% pes-
cent of the beneficial interast.
W) CONSTRUCTIVE OWNERSIEF RULES— Hules similar to the rules of
paragraphu (5) and (4) of section 4%46{a) shall apply for purpases of ihis

paragraph.

4} FAMILY MEMTNERS —The memhers of an individual's [inily shall be deter-
mined under section 4846{dY, except lbat such members alap shall include the
brothers and sisters (whether by the whole or half bloed) of the individual and
their apouaes.

W) IAXARIE PERIOD.—The lerm ‘taxable peried' moans, with respect fo any
exvess hencfit transactiem, the periced beginning with the dale on which the
transuclion vocurs and ending an the earliest of—

WA the date of mailing a notice of delicicnoy under sectton 6212 wilh re-
spect i the lux i.mpo&eﬁy sybeection (a)l 1}, or
“f] the date on which the tax imposed by subsection (ay 1} i9 asseased.

“t5) {ORRECTION.—The lorms ‘correction’ and ‘sorrect’ mean, with respect to
any excess benelit transaction, undving the skcess benefit to the extent possible,
and taking uny additional measures necessary to place the arganizalion in a fi-
nancial positinn not wokze than that in which it would be if the disqualified per-
son were dealing vnder tha highest fiduciary standards ”

b} APPLICATION OF PRIVATE [NUEMENT RULE TO TAax-EXEMIT DRCANIFATIONS
OESCRIRER 18 SECTION S0 Lel4)L—

(1} IN GEWErAL.—Paragraph (M} of =eclion 501ch i3 amended by inserving
WA after *(4 and by adding at the end the fullewing:

B Eurl:;}:ara ph (A1 shall not apply to an entity unless no part of the net
eurmings of guch entity ingres to the benefit of any private shareholder or indi-
vidual,”

{9 SPRECIAL RULE FOR CERTAIN GOOPERATIVES. —In the case of an organicaliot
operating on a copperative bosis which, befare the dats of the enactment of this
Acl, waz determined by the SBeeretary of the Tremmry or his delegate, to be de-
seribed in soctiom 503(cW4) of ike Internal Revenue Code of 1985 and exempt
fropt tax under section BO1(a) of such Coade, the alleeation or return of net mar-
gins ar capital to the membens of such organization in accordanee with its incor-
porating slatute and hylaws shall ol be treated for purposes of such Code as
the inursment of the net Eamin!i? of such organization to the heoelit of any pri-
vate ghareholder or individual, The preceding sentence shall apply enly il such
statute and byluws are substantially as such slatute and bylaws were in exisl-
ence om the data of the chactment of this Act.

{¢) TECHNICAL ANT £0ONPORMING AMENDMENTS. —

{1} Bubsection (&) of section 4966 is amended—

{A) by striling "Becrion 4945° n the heading und [nserting “SECTIONS
4845 atD AB5H", and

(T} by ingerting hefore the period “or an cxcess benefit for purposes of
gection 43687,

i} Subsections {a}, (b), and {c) of section 4963 arc coch omended by inwerling
“4058,* after “1955,".

(3} Subsection )] of secllon §213 is amended by itegerting “4953 (relating to
privale excess benefit),” helors 497 17,

{4} Parapraphs {2} and (3] of seclion T422(g) are each amunded by inserting
“AG968," allcr “4955,"%,

(8) Bubsestion (b) of section 7454 is amended by inserting “or whether an or-
ganization manugoer (a5 defined in section 4968{fX2)) hos 'knowingly' parlici-
pated in an excecs benofit transaction (2w delined in section 4958(c)),” alter "see-
tion 4891&b1,°,

if) The table of subchuptars (or chapter 42 i amended by striking the last
item and inzerting the followitg:
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~srecHAPTER [0, Fallura by cartain charituble comoizslioee ko meet wEtnin qual ficsdiom
Tequliessatita, i
~SecHAETER B, Abatement oF firsc uod weoond Lier Laes i ce fain raoea.”

{d)} Exvvrcrve DATES.—

[1) TN GENERAL.- -The ameodments made by thin section (pther than sub-
section (b)) shall apply to excess henefit transartiong sseuyring on or after Sep-
tember 14, 1885,

(2} BINDING CONTRACTS.—The amendments referred to in paragraph (1) shall
not apply Lo uay benefit arising from a transaction pursuant to any written onn-
tract which wus hinding on September 13, 1995, and ol all times thereafter be-
lote such transacton oceurred.

[3) APULIWCATION OF PRIVATE INUREMENT HULE T0 TAX-EREMPT ORGANIEATHE
DESCRINED IN SECTION BOMaXAL—

(A3 Tv GENERAL —The amendment made by subsection &) shall apply ta
inurement cccutring on or afler Seplamber 14, 155,

(B) BINDING CONTRACTS.—The sumendmont made by subsection (b) shall
nok; aPply o any morement oceprring hefore January 1, 19487, pursnant to
a written contracl which was binding on September 13, 1995, and at all
times thereafter befire such nurcment scourred.

HEC. 1312 REFOHRTING OF CERTAIN RECTAR TAXER AND OTHER LI{FORMATION,

{a} REPOHTING BY ORCANMZATIONS DESCIuBED IN SECTION 501(cH3)—Subsection
i of section 6033 (relating to certain organizations described In section S0WeXI
is amended by striking “and” at the end of paragraph {9}, by redesignating para-
graph {10} as paragraph {14}, and by inserting after paragraph (9) the following nev
paragraphs; . o

'{10} the respective amaunts (if any} of the taxez paid by the ongunizulion
during the taxable year under the following provisiona:

I"{A} s]e:timt 4511 {relating to tax on excess expendilutes to influence leg-
islatiem],

) section 4812 {relating to tax on disqualifying lobbying expendilutes
wl pertain organisations}, and

) section 4565 (relating to taxes on political expesditures of section
S K3} orgumizations),

“i11) the r:ﬁgectlve ameounty (iF any) of the taxes paid by the orranisation,
or any disguatificd person with respect te such organization, duving the tuxahle
year under section 49568 (relating to taxes on private axcess benedit from certain
charitabla nrgan.izul.iuns],

12 such information as the Seoretary may require with respect bo sny ex-
vess benefit transaction {as defined in seclion 4958),

“{18) such information with reapect to disgualiied persons as the Secretary
mgay prescribe, amd”.

{b) ORGANIZATIONS DEsCIGnED 1N SECTION S0 Mc) ) —Seaction 6083 is amended br
redesignating subsection {0 as subscetion ig) and by inserting after subscction e
the lollowing new subaectinn:

“1) CERTAIN OROANIZATIONS Descmpen 1y SecTioN G01(cid)—Farery orgain-
tion described in section S010c)(4) which is subjecl Lo the requirements of subsection
{a) shall include on the retwn required under subseslion {a} the information re-
ferred to in parsgraphs (11), (12) and (13) of subaection (b with respoeet to sach or-
ganization.”

i¢) EFFECTVE Nare—The amendments made by this section shall apply to re-
tums for taxable vears heginning aller the date of the enactment of this Acl.

SE(. 1313, EXEMET ORGANIZATIONS REGINRED TO 'ROYLDE COPFY OF AETURN,

{1) REGUIREMENRT To PROVINT Cory.—

(1} Subparagraph (A) of section E104(e )1} irelating to public inspection of an-
nual relurns) is amended to read as follows:

g “AY In tEMEHAL —Dhring the 3-vear period bepioning on the filing
nte—

“{i} a copy of the snnusl return filed under section 6033 refaling to
returns by exempt organizallons) by any erganization to which Uiis
paragraph applies shall be made available by sach orgunization for n-
gpection during ilar business hows by any individual at the prio-
cipal office of sgéﬁl crgamization and, iU such organization regularly
raintaing 1 or more regional or distriel oflices baving F or more em-
Flnyees, at each such regional or district office, and

-%E) upon requesl of an individual made at soch prioeipal allfee or
such n veginnal or dislriel offica, a copy of such anmual return shall be
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provided to much individuul without charge other than a reasonuble too
e any reproduction and mailing costs,
The request deseribed in slavse (1l st be muda in persen ov in writing.
If L veguesd wider clause (i) is made in person, such copy shall be pre-
;i:lnd immediately and, if made in writing, shall be provided within 30
M-

{2} (luuse (§if of secton Gl04(e12KA) 3 amended by inserting befurs the pe-
ried at the end the following: “(and, upon reguest of un individual made at sich
principal oifice or aoch o tegional or distriet office, 4 copy of the materiul oo
guestsd L be available for inspeciion nnder this muk;pumgmph ghall be providked

in uccordance with the last sentence of parsgraph (1¥A) to Auch individual
withiut charge other thun reusanable fee for any repreduction and muiling
coeika )’

(11 Bubsection e} of sectiun 6104 is amended by adding at the end the folluw-
ing new paragraph:

YA LiMITATION, —Paragrupl {1AiD) {and the corresponding provision of
parapraph (21 ahall ool wpply to ony request if, In accordance with regulalions
promulrated by the Sevrstary, the organirstion has mede the requesled doc-
wents widely available, or, the Secretary determines, npon applicalion by an or-
ganization, that such request is part of a haressment campaign and that com-
plianee with sych requesi iz hot in the public ilernst,

thi INCREARE 18 PENALTY FOR WITLPOL FaLoge 1o ALrow PuuLwe INGPEGTION (1
CER'}-‘;'LT[E fﬁ_ﬁnmums, Eic- Section G585 is amended by striking "$1L000" and insert-
ing "5, 000"

%:} Erncrve DATE—The amendmenls made by this seclisn shall apply to re-
qgmsts made v or after the H0th day after the Secretary af the Treasury fivst issucs
the repululivns referred to pection £104(ci?) of the Tnternal Rescnue Usde nf 1985
(an zdded by subsection (R3]

HEC. 1114, INCREASE IN PENALTIES 0N EXEMET DRGANITATIONS FOR FAILURE T FILE COM-
ILETE AND TIMELY ANMUAL HETURNA,

ta) Ty Grnenal.—Subparagraph {A) of seelion B652cN1) (reluling to anpmal re-
twns ynder sectum 5033} is amended ]':;.r plrking "$10° and inserling “$307 and by
striking 35,0007 und inserting “§10,000°

b} LAamisEit PEnalYy oM ORGANTZATIONS HavING GRross Recwerd N Exeess o
$ 1,000,000 —2ubparagraph (A} of section 6652(cK1) s amendad hgaadding ab the
end the following new aentence: “In Uw case of an orpanielion having gross re-
cripts exceaeding SLONKIDY for any year, with respect to the rebum required under
serticm 60413 For such yesr, the Al sentence of thin auhparagraph shall be applied
by Aubstituling “$100° for $20° and, in licu of a _P‘Z!-"inﬁ the sccond sentence af this
;ggp&li]ﬂﬁru:lh, the maximum penclly under this subpacragraph shall not exvecd

iz) EFFRCIIVE DATE.—The amendments miade by this scetion shall apply Lo re-
turna for Luxable years ending on or aller the date of the enactment of this Ark

I. INTRODUCTION

A. Purpose and SHmmmary

H.R. 2337, as amended, provides amendments relating to “Tax-
aver Bill af Rights 2" (Titles I-XI1) and two revenue offeets to pay
or these provisions (Title XIII}. The revenue offsets are (1) apply

failire-to-pay penalty lo substitute returns and (2) intermediate
sunelions for certain tux-exempt organizations.

B. Brckgronnd and need for legislation

The bill, az amended, is intended to provide [or increased prolec-
tions of laxpayer rights in eomplying with the Internal Revenue
Code and in dealing with the Internal Revenue Service (IRS) In its
administration of the tax laws.

The bill, as amendad, establishes a Taxpayer Advocale within
ihe TRS, expands the authority to issue Taxpayer Assistance Or-
ders, modifies installment payment agreement provisions, revises
provisions relating to abatement of interest and penallies and joint
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returna, modifies lien and levy and offers-in-compromise provisions,
provides that the Government must establish that its positien in a
proceeding was substantially justified, inecreases the limit on recov-
cry of civil damages for unauthorized collection actions from
#100,000 to $1,000,000, provides safeguarda relating to designated
summonscs, provides relief from retroaclive application of Treasury
Deportment. Regnlations, requires notice to taxpayers of certain
payments and annual reminders to taxpayers witﬁanutstﬂnﬂ?ng de-
linquent. aceounts, and certain other provisions. The hill also ap-
plies the failure-to-pay penalty to substitute returns in the szame
manner as the penalty applies to delinquent filers, Further, the bill
provides intermediate zanctions (or certain tax-exempt organiza-
tipnsg.

C. Legislative history

H.R. 2337 was introduced by Mrs. Johnson of Connecticut and
Mr. Matsui on September 14, 1995, and was amended by the Com-
mittee in a2 markup on March 21, 1998, An amendment in the na-
ture of a substitute {offered by Mrs. Johnson and Mr. Matsui) was
adopted, as amended, by a voice vote. The Kll, as amended, was
ordered favorably reported by a voice vote on Mareh 21, 1596,

Two amerviments offered en bloc by Mrs, Johnsen to the amend-
ment in the nature of a substitute were adu&rtﬂd in one voice vale:
{ 1} require annual reports on misconduct by IRS emplovees and (2)
authorize the uze of "qualified private delivery serviees” as meeting
the “timely-mailing as timely-filing” rule of Code section 7502,

The provisions of Titles [-XII of the hill generally were included
in the Committee’s 1995 reconciliation submiszion to the House
Committee on the Budget: Subtitle C of Title XII1 of H.R. 2481 as
paassed by the House of Representatives in 1998, {See H.Rept. 104—
280, October 17, 1995.) Tha conference agreement on HR. 2491
contained certain of the Houge.parsed Taxpayer Bill of Rights 2
provigions. The revenue-nffast provisions in title XIil of the hill alze
were included In H.RE. 24%1 as passed by the Congresz. I1R. 2491
was vetoed by the President.

IT. EXPLANATION OF THE BILL
A, Taxpoyer bl of rights 2 provizions
1. TAXFAYER AWVOCATE

a. Establishment of position of fmxpayer advecate within Internoel
Revenue Service (sec. 107 of the bifl and see. TROZ of the codel

Present Law

The Office of the Taxpayer Ombudsman was created by the In-
ternal Revenue Scrvice (IIES} in 197% The Taxpayer (mbudsman’s
dutics are to serve as the primary advocale, within the TRS, for
taxpayers. As the taxpayers advoeale, Lhe Taxpayer Chnbudaman
participates in an gngeing review of IR3 policies and procedures to
determine their impact on taxpayera, receives ideas from the public
concerning lax adminiziration, identifies areas of the tax law that
confuse or ereate an inequity for taxpayers, and supervises cases
handled under the Probl}mn Resolution Program. Iﬁ'ﬁder current
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procedures, the Taxga}rer Ombudsman is selected hy the Commis-
sioner of the IRS and serves at the Commissioner’s discretion.

fteasaons for change

Ta date, the Taxpayer Ombudasman has heen a ecareer civil aerv-
ant selected hy and serving al the pleasure of the IRS Commis-
sioner. Some may perceive thal Lhe Taxpayer Ombudsman is not
an independent advocate for taxpayera. In order to ensure that the
Tazpayer Ombudaman has the necessary atature within the 1RS to
represent fully the interests of taxpayers, it is believed to be appro-
priate that the position be elevated to a position comparable to that
of the Chief Counsel, In addition, in order to ensure that the Con-
gress is systematically made aware of recurring and unresolved
problems and difficulties taxpayers encounter in dealing wilh Lhe
IRS, the Taxpayer Ombudsman should have the authority and re-
gpongibility to make independeni reports to the Congresz in order
to advise the tax-writing committees of those areas.

Expfanation of provizion

The bill establishes a new position, Taxpayer Advocale, within
the TRS. This replaces the poailion of Taxpayer Ombudaman. The
Taxpayer Advocate ia appointed by and reports directly to the Com-
missioner. Compensation of the Tazpayer Advocate is ai a level
equal to that of the highest level official reporting directly to the
Deputy Commissioner of the IRS,

he hill aleo establishes the Office of Taxpayer Advocate within
the IRS. The functions of the office are (1) to assisl taxpayers in
resolving problems with the TRS, (2) to identify areas in which tax-
payers have problems in dealings wilh the IRS, {3} to proposs
changea (tn the extent possible} in the adminisirative practices of
the IRS that will mitigate those problems, and {4) to identify poten-
tial legislative changes that may mitigate those problems.

While the Taxpayer Advocate would not have direct iine author-
ity over the regional and local Prohlem Resolution Oficers (PR0s),
the Committee helieves that all PROg should take direction from
the Taxpayer Advocaie and that they should operate with sufficlent
independence tn aszoure that taxpayer rights are not being subardi-
nated to pressure from local revenue officers, distriet directors, etc,
Accordingly, the Committee recommends and encourages that re-

ienal PROs actively participate in the selection and evaluation of
ocal PHROs,

The Taxpayer Advocate is required to make two annuazl reports
to the taz-wriiing committees. The first report is to contain the ob-
jectives of the Tazpayer Advocate for the next calendar year. This
report is to contain full and substantive analysia, in addition o sta-
tistical information, and is due not luter than June 30 of each year.

The second report is on the activiliea of the Taxpayer Advocate
during the previous fiecal year. The report must identify the initia-
tives the Taxpayer Advocaie has taken to improve taxpayer serv-
ices and IRS responsiveness, contain recommendations received
from individuals who have the authority to issue a Taxpaycr As-
gistance Order {TAO), describe in detail the progress made in im-
plementing these recommendations, contain a summary of at least
20 of the most scrious problems which tuxpuyors have in deuliog

61



25

with the TRE, inelude recomnmendations for such adminigirative
and legislative action aa may be appropriate to resalvre sueh preob-
lems, describe the extent to which regional problem resclution offi-
cers parlicipale in Lhe selection and evaluation of local problem res-
ulutinn afficers, and include other such informaticn as the Tax-
paver Advocate may deem advisable. The Commissioner is regoired
to establish internal procedures that will ensure a formal IRS re-
sponse within three meonths to all recommendations submitted to
the Commissioner by the Taxpayer Advoecate. This second report is
due not later than December 31 of each year.

The reports submitted to Congress by the Taxpayer Advocate are
not subject to prior review by the Commissioner, the Secretary of
the Treasutry, any other officer or employee of the Department of
the Treasury, or the Office of Management and Budget. The abjec-
tive iz for Congress to receive an unfiliered and candid repart of
the problems taxpayers are experiencing and what ¢an be done to
address them. The reports by the Taxpayer Advocate are not offi-
vial legislative recommendationa of the Administration; providing
nfficial legislative recommendations remains the responzibility of
the Department of Treasury.

Effective date

The provision is effective on the date of enactment. The first an-
nual reports of the Taxpayer Advocate are due in June and Tlecem-
ber, 1096

b. Expansion of authority to issue laxpayer assistonce orders {ee
102 of the bill and sec. 7811 of the Code!

Pregent low

Section 73L1{a) authorizes the Taxpayer Ombudsman to iseue a
Taxpayer Assistanea Order {TAQ). TAOs may order the release of
taxpayer property levied upon by the IRS and may require the IRS
to cease any action, or refrain from taking aty action if, in the de-
termination of the Taxpayer Ombudsman, the taxpayer ia suffering
or ahout to suffer a significant hardehip as 3 result of the manner
in which the internal revenue laws are being administered.

Heasons for chonge

The requirement that the significant hardship bo as a result of
the mammer in which the internal revenue laws are being adminis-
tered has resulted in confusion as to the circumsiances which jus-
tify the issuance of a TAQ. The most frequent situalion where a
TAQ may be needed, but may not be authorized under present law,
involves income tax refunds that are needed to relieve aevere hard-
ship of taxpayers. Another example involves the re-issuance of re-
fund checks which have heen sent hy the IRS to an address at
which the taxpaver no longer resides. While the mailing of the
check Lo Lhe ineorrect addresa might in no way be duc to the fauly
of the IRS, the normal delays in reissuing such a check may cause
ereat hardship for the taxpayer. Also, the IRS Collection BPivision
may take an enforcement action when the taxpayer has had no ae-
tual notice of the deficiency and iz not afforded any opportunity to
obtain an administrative review of the wvalidity of the tax defi-
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ciency. In cases like these, it may be appropriate for the Taxpayer
Advocate to issuc 1 TAO to temporarily stay the IRS collection ne-
tion in order to allow for a review of the appropriateness of the pro-
posed action.
Explanation of provision

The bill provides the Taxpayer Advecale with broader authority
to affirmatively take any action as permitted by law with respect
to taxpayers who would otherwise suffer a significant hardship as
a reault of the manner in which the IRS is administering the tax
laws. In addition, the bill provides that a TAQ may specify a time
period within which the TAQ must be followed. Further, the hill
provides that only the Taxpayer Advocate, the Commiesioner of the
IRS, or the Deputy Commissioner, may madify or rescind a TAQ.
Any official who modifies or rescinds a TAQ must provide the Tax-

ver Advocate a written explanation of the reasons for the modi-
tcation or reseisaion.

Effective dofe
The provision is effective on the date of enactment.
3, MODIFICATIONS TO INSTALLMENT AGREEMENT PROVIHING

a. Notification of reasons for termination of installment agresments
fsec. 201 of the bill and sec. 6158 of the Code)

Present laqw

Section 6159 authorizes the IRS to enter into written ingtaliment
agreements with taxpayers to facilitate the collection of tax liabil-
ities. In genersl, the RS has the right to terminate for in some in-
stances, alter or modify} such agreemetits if the taxpayer provided
jnaceurate or incompleie information hefore the agreement was en-
tered into, if the taxpayer fails to make 2 timely payment of an in-
stallment or another tax liability, if the taxpayer fails to provide
the IRS with a requested update of financial condition, if IRS
determines that the financial condition of the tazpayer has changed
significantly, or if the IRS belicves collection of the tax liability is
in jeopardy. If the IRS determines that the financial condition of
a taxpayer that has entered into an installment agreement has
changed significantly, the IES must provide the taxpayer with a
written notice that explains the [IRS determination at least 30 days
hefore altering, modifying, or terminating the installment agree-
menl. No notice is statutorily required if the installment ugreement
is altered, modified, or terminated for other reasons,

Heasons for change

The Committee believes that the IRS generally should nolily tax-
payers if an installment agreement is altered, meodified, or termi-
nated,

Explanation of provision

The bill requires the [RS to notify texpayers 30 days before alter-
ing, modifying, or terminating any installment agreement for any
reason aiher than that the collection of tax iz determincd to be in
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jeopardy. The TRS must include in the nolifieation an explanation
of why the IRS intends to take this action.

Effeelive dnle
The provision is effective six months after the date of cnactment.

b, Adminizstrative review of terminafion of inslaliment agreements
(zec, 202 of the hill and sec. 6159 of the Code)

Present lrw

The IRS is currenily testing an appeal proeess for various collee-
tion actinng, inclding installment agreements, that will permit
taxpayeras to appeal these collection actions te Appeals Division
peraonnel.

Reasons for change

The Committee believes that taxpayers should be able to obtain
an independent administrative review of terminations of install.
ment agreementa.

Explanation of provision
The hill requires the IRS to establish additional procedures for

an independent administrative review of terminations of install-
ment agreements for taxpayers who request a review.

Effective Date
The provision is effective on January 1, 1997,

3. ADATEMENT {F INTEREST AND PENALTIRE

a. Exponsion of authority to abale interest (sec. 301 of the bill and
sec. 6404 of the code)

Prezent Lo

Any assessment of interest on any deficiency attributable in
whole or in part to any errvor or delay by an officer or employee of
the IRS {acting in his official eapacity) in performing a miniaterial
act may be abated.

Reasons for change

The Committee believes that it is a[f}?mpria.te tn expand the au-
thority to abate interest to include delays caused by managerial
acte of the TRS.

Bcplanation of provision

The bill permits the IRS to abate interest with respect to any un-
reasonable error or delay resulting from m erial acts as well as
ministerial acts. This would include extensive delays resulting from
managerial acts such as: the loza of records by the IR, I3 person-
nel transfere, oxtended illnesses, extended personnel f{raining, or
extended leave. On the other hand, interest would not be abated
for delays resulting from general administrative decisions. For ex-
ample, the taxpayer could not claim that the TRS's decision on how
to organize the procesging of tax returns or ils delay in implement-
ing an improved computer system resulted in an unreasonable
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delay in the Service’s action on the taxpayer's tax return, and so
Lhe interest on any subsequent defleieney should be waived.

Effective date

The provigion applies to interesl aeceruing with respect to defi-
ciencies or payments for taxahle yeara beginning ufler the date of
enactment. :

. Review of IRS failure to abate interest {aec. 302 of the bill and
ger. 8404 of the Code)

Present law

Federal courts generally do mot hawve the jurisdiction to review
the IRS's failure to abate interest.

Reaaons for change

The Commitlee believes that it is appropriate for the Tax Court
to have jurisdietion to review IRS' failure to abale inferest with
respect to cerlain taxpayers.

Explanation of proviston

The bill grants the Taz Court jurisdiciion to deteyrmine whether
the TRS's failure to abale interest for an eligible taxpayer was an
abuse of discretion. The Tax Conrt may order an abatement ol in-
torest. The action must be brought withino 180 days after the date
of mailing of the Secretary's final determination not to abate inter-
est. An elipible taxpayer must meet the net worth and size require-
menta imposed with respect to awards of attorney’s fees. No infer-
ence i intended as to whether under present law any court has ju-
rizsdiction to review IRS's failure to abate interest.

Effective date

The provision applies to requests (or abatement after the date of
ensctment.

. Extension of inferest-free period for payment of tax afler notice
and demand (zec. 303 of the bill ond sec. 8601 of the cods)

Present fow

In pencral, & laxpayer must pay interest on late payments of tax.
An intercst-free period of 10 calendar days is provided to taxpayers
who pay the tax due within 10 calendar days of notice and demand.

Reasons for change

The 10-day interest-free period was designed to give taxpayers
time to receive the notice and pay the amount due. Because it may
he very difficult for some tazpayers to remit payment within the
ten-day period, particularly if the mail has delayed delivery of the
notice, the [RS must recompute interest and send anmother notice
tn taxpayers.

Expianation of provision

The hill extends the interest-free period provided to taxpayers for
the payment of the tax liability reflected in the notiee from 10 cal-
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endar duys to 10 business days (21 calendar days, provided that
gm tntal tax lahility shown on the notice of deficiency is lese than
104,000).

Effective date

Th%pmruiaiﬂn appliee in the ecaze of any notice and demand given
afler December 31, 1006,

d. Abatement of penalty for fuilure to make required deposits of pay-
rCoH taxey in certain cases (ser. 3 of the bl and sec. 6856 of the
o)

Prezent iuw

If any person who is required to deposit taxea imposed by the In-
ternal Reverme Code with a government depository fails to deposit
guch taxes on or before the prescribed date, a2 penalty may be im-
posed, unless it is shown that such failure is due to reasonable
cause and not willful neglect. The penalty contains a four-tiered
structure in which the amount of the penalty varies with the
length of time within which the taxpayer correcta the failure. The
amount of the underpayment for this purpose is the ezcess of the
smount of the tax required to be deposited over the amount of the
tax, if any, deposited on or before the prescribed date.

Reasons for change

The Committee believes that it is appropriate to enumerate addi-
tigm:gd circumstances under which this penalty may be waived or
abated.

Explanation of provision

The bill provides that the Secretary may waive this penalty with
respect o an inadvertent failure to deposit any employment tax if
(a) the depositing entity meets the net worth requirements applica-
ble for awards of attorney's fees; (h) the failure to deposit cccurs
during the first quarter that the depositing entity was required to
deposit any employment tax; and (g} the return for the employment
tax was filed on or before the due date.

The hill alao provides that the Secretary may abate any penalty
for failure to make deposits for the first time a depositing entity
makes a deposit if it inadvertently sends the deposit to the Sec-
retary ingtead of to the required government depository.

Effective dute
The provisicn ia effective on the date of enactment.
4. JOINT RETUIRNS

a. Studies of joint and several Hability for married persons filing
jiint tax returns and other joint return-related issues (sec. 401 of
the bili) '

Present law

Spouses who file a joint tax return are each fully reaponaible for
the accuraey of the return and for the full tax liability. This is true
even though only one spouse may have earned the wages or income
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which is shown on the return. This is “joint and several” liahility,
Spouses who wish to avoid jeint liability may file as a “married
peraon filing separately.”

Sponaes often file a joint tax relurn but then later are separated
or divorced. If the IES later disputes the accuracy of the joint tax
relurns, nne spouse may be held liable for the entire tax deficiency
stemming from erroneous deductions or omitied incomme attrib-
utable to the other spouse. Therefore, the “innocenl” spouse may be
held liable for the full deficiency in a subsequent audit sccurring
afier the separation or divorce. This has resulted in a serious hard-
ship being imposed on an “innocent spouse” it a number of cases.

ln some cases, a eouple addreases the responsibilily for tax liabil-
ity as part of their divorce decree. However, these agresments are
not binding on the TRS because the IRS was not a party to the di-
vorce proceeding. Thus, if a former gpouse violates the tax respon-
sibilities assigned to him or her in a diverce decree, the other
spouse may not rely on the decree in dealing with the IRS.

While present law does contain provisions which give relief to
certain innoeent spouses in these sitnations, Lhe provisions are nar-
rowly drawn and strictly interpreted. Therefore, many former
spouises are hwol ahle to qualify for the protectiong of the current
“innocent spruge” rules,

In 1930, the Supreme Court ruled in Pae v. Segborn, 282 U.B.
101 (19300, that all the earnings of a married couple in community
property states were part of the marital property to which each
apouse had an equal right. At the time, married couples generally
welepmed this decision because it allowed ecouples in community
property states Lo benefit from income “splitting” between the hus-
band and wife {or income tax purposes. Later, the Federal tax law
was changed to allow all married taxpayers to “split” their ineome
by means of filing a joint tax return,

While the income-splitting effecl of Poe v. Seaborn is now moot,
the decision continues to affoct marmied couplea in community prop-
erty slales, but in an adverse way. For example, there arc cascs
where a divorced snouse owes the IRS a tax liability based on his
or her joint return liled during the marital years. When this spouse
remarries, the new spoise’s income may become subjeci to levy in
arder te satisfy the tax deficiency of the prior spousc. In contrast,
il the couple did nut live in a community property state, the second
spouse’s wages could not be levied to pay a tax liability arising
from this spouse's frst marriage,

Reasons for change

The Commnittee believes that the traditional standard of joint and
several liability for married couples [iling a joint tax return should
be re.examined.

Explanation of provision
The bill direcis the Treasury Departmeni and the General Ac-
counting (Hfice (GAQ) tn conduct scparate studies analyzing the
following:
1) The effects of changing the current standard of “joint and sev-
cral” lighility for married couples te a “proportionate™ liability
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standard. That iz, each spouse would be liable only for the income
tax attributable to the income of each spouse.

{2) The effecta of requiring the IRS to be bound by the terma of
a divorce decree which addresses the responsibility for the tax li-
ahility on prior joint tax returns.

{3) Whether the current “innocent spouse” provisions provide
meaningful relief to former sponses.

(4) The effects of overturning the application of Poe v. Seaborn
for income tax purposes in community property states.

The Treasury Department and the GAO must examine the tax
policy implications, the equity implications, and eoperational
changes which would face the TRS if the liability standard were
changed. For example, the studies must consider how a system of
proportionate liability would change Lthe way the IRS commu-
nicates with taxpayers, conducts audits of joint returns, and en-
forces tax lien and levies againet married couples

Effective date
The studies are due six months after the date of enactment.

&, Joint return may be made after seporate refurns withowt full
paymend of tiax (zec. H2 of the bill ard sec. 8013 of the Code)

Present lowr

Taxpayers who file separate returng and subsequently determine
that their tax Liability would have been leas if they had filed a joint
return are precluded by statute from reducing their tax liability by
Ming jointly if they are unable {0 pay the cntire amount of the
Jjoint return liahility before the expiration of the three-year period
for making the election to file jointly,

Heagans for change

Not all taxpayers are able to pay the full amount owed on their
returns by the filing deadline. In such circumstances, the TRS en-
eourages the taxpayer to pay the tax as soon as possible or enter
into an installment agreement, However, tuxpayers who fle gepa-
rate returns and subsequently determine that their tax liability
would have been less if they had filed a joint return are precluded
From reducing their tax liability by filing jointly if they are unable
to pay the entire amount of the joint return liahility, Thiz rule may
be unfair to taxpayers experiencing financial difficulties.

Explanaiion of provision

The hill repeals the requirement of full peyment of tax liability
as a precondition to switching from married filing separately status
to married filing jointly statues,

Effective dale

The proviaion applies to taxable years beginning after the date
of the enactment.
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. Diselomare of collection activities with respect to joint rafurns (sec.
403 of the bill and sec. 6103 of the Code}

Present fow
The 1RE does net routinely disclose collection information to a

former spouse that relatea to tax liahilitics atiribuiable Lo a joint
return that was filed when married

Rensons for ehange

The Committee believes that it is appropriate (o require the IR3
to discuss with one former spouse the efforts it has made to collect
the joint return tax liakility from the other spouse.

Eaplanotion of provision

If a tax deficiency with respect to a joint return is assessed, and
the individuals filing the return are 1o longer married or no longer
reside in the sarme household, the bill requires the IRS to disclose
in writing {in response to a writlen request by one of the individ-
nals) to that individual whether the TES has attempted to collect
the deficieney from the other individial, the general nature of the
collection Aactivities, and the amount {if any) collected.

Such requests must be made in writing. The TS may develop
procedures to address the frequency of such requests in order to
prevent taxpayers [rom abusing this provision by making numer.
ous requests without gond cause. For example, one ucst per
quarter would be a reaspnable rate unless the taxpayer had gond
cause to seek more frequent information.

In making these disclosures, the IRS may omit the current home
address and business location of the former spouse. Thia s de-
signed Lo prevent the disclosure of such personal information to
persans wha might be hostile towards a former spouse.

Effective date
The pravision is effective on the date of enactment.

5. COLLECTION ACTIVITIES

a. Modifications to lien and levy provisions

£ Withdrawnal of public notice of lien {zec. 50Xa) the bill and sec.
6323 of the Cade)

FPresent low:

The IRS must file 2 notice of lien in the public record, in order
to protect the priorily of a tax lien. A notice of tax lien provides
public notice that a taxpayer owes the Government money. The
IRS has discretion in filing such a nolice, but may withdraw a filed
notice only if the notice {and the underlying lien} was erroneously
filed oy i the underlying lien has been paid, bonded, or beeome un-
enforceable,

Reasons for change

The Committes belisves that it is appropriate to give the IRS dis-
cretion to withdraw a notiee of lien in other situations as well.
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Explanotion of provision

The hill allows the THS tn withdraw a public notice of tax lien
prior to payment in full by the indebted taxpaver without preju-
dice, if the Secretary determines that {1} the I{iing of the notice
wae prenature or otherwise not in accordance with the administra-
tive procedures of the 1RS, (2} the taxpayer has entered into an in-
stallment agreement to satisfy the tox. Hability with respecl o
which the llen was flled, (3) the withdrawal of the lien will factli-
tate collection of the tax liability, or {4) the withdrawal of the lien
would be in the best interests of the taxpayer (as determined by
the Taxpayer Advoeate) and of the Geovernment. The TRS must alzo
provide a eopy of the notice of withdrawal to the taxpayer. The hill
also requires that, at the written requeat of the taxpayer, the IRS
make reasonable efforts to give notice of the withdrawal of a lien
to creditors, credit reporting agencies, and financial institutions
specified by the taxpayer.

Effective dote
The provision ia effective cn the date of enactment.

i H;.:urg o j!'evied property (see. 50I0h) of the bill and sec. 6343 of
£ [

Prasent law

The IRS iz authorized to levy on the property of a taxpayer aa
a means of eollecting unpaid tazes. The IRS is able to return levied
Frupert}r to a taxpayer only when the t yer has fully paid its
imbility with respect to tax, interest, and penaity for which the
property was levied.

Reasons for change

There are zeveral sitnations where the IRS is not suthorized to
return levied-upon amounts, even when it believes doing s0 would
he equitable and in the best interests of the taxpayer and the Gov-
ernment. For example, if the IR enters into an installment agree-
ment and, in conlradiction to the terms of the inslallment agree-
ment, the IRS leviea on the taxpayer’z property, the IRB iz prohib-
ited from returning the property to the taxpaver The Cemmittea
believes that it is appropriate to give the IRS authority to return
levied property in other circumestances as well.

Explanation of provizsion

The hill allows the IR3 to return property (including moncy de-
posited in the Treasury) that has been levied upon if the Secretary
determinegs that (1) the levy was premature or otherwise not in ac-
cordance with the adminigtrative procedures of the IRS, {2} the tax-
payer has entered intn an installment agreement to satisly the tax
liability, {3} the return of the property will facilitate collection of
the tax liability, or (4) the return of the property would be in the
hest interests of the tazpayer (as determined by the Taxpayer Ad-
vocate; and the Government.

Effeetive date
The provision iz effective on the date of enactment.

H.Rept. 104-506 0 — 96 - 3
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i, Modifieations in cerbain levy exemplion amounds (sec. 502 of the
bill and aee 6334 af the Code)

Present low
Property exempt irom levy includes personal property with a
value of up to $1,650 and hooks and tools of a trade with a value
of up to $E,100.

feasons for change

The Committea believes that these amounts should be increased
and indexzed for inflation.

Explanation of provision

The bill increases the exemption amount to $2,500 for personal
property and increases the exemption amount to $1,260 for books
and tools of a trade, Theze amounis are indexed for inflation com-
mencing January 1, 1997,

Effective date

The proviaion is effective with respect to leviea issued after De-
cember 31, 1995,

b. Offers-in-compromise (sec. 503 of the bill and sec. 7122 of the
Code)

Frezent low

The IRS has the authority to settle a tax debt pursuant to an
offer-in-compromige, IRS regulatieng provide that such offers can
bhe accepted if: the tazpayer is unable to pay the full amount of the
tax liahility and it is doubtful that the taz, interest, and penalties
can be pollected or there is doubt as to the validity of the actual
tax liability. Amounts over $600 can only be accepted if the reasons
for the acceptance are documented in detsil and supported by an
opinion of the IRS Chief Connsel.

feasons for change

The Committes believes that the $500 threshold amount requir-
ing a written opinion from the IRS Chief Counsel slows the ap-
proval process for most offers-in-compromisze and is unnecesasarily
low,

Exploration of provision

The bill increases from $50) Lo $50,000 the amount reguiring a
writter. opinion from the Office of Chief Counsel. Compromises
belaw the $56.000 threshold must be subject to continuing quality
review by the IRS.

Effective date
The provizion iz effective on the date of enactment.
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8. INFORMATION RETURNS

it Cinil damages for fraudulent filing of information returns faee
601 of the bill and new sec. 7434 of the Code)

Present law

Federal law provides no private cause of action to a taxpayer
who is infured because a fraudulent information return has been
filed with the IRS aszerting that payments have been made to the
taxpayer.

Heasons for change

Some taxpayers may suffer significant perseonal loss and incon-
venience as the reault of the TRS receiving fraudulent informasation
retornga, which have been filed by perzons intent on either defrand-
ing the IRS or harassing taxpayers.

Explanation of prouizsion

The bill provides that, if any person willfully files a fraudulent
information return with respect o payments purported to have
bkeen made to ancther person, the other person may bring a eivil
action for damages againgt the person filing that veturn, A copy of
the complaint initizting the action must be provided to the IRS. Re-
coverable damages are the greater of (1) $5,000 or (2) the amount
of actuzl damages (including the costs of the action) and, in the
court’s discretion, reasonable attorney’s fees. The court must apeci-
fy in any decision awarding damagesz the correct amount (if anv)
that shouid have been reported on the information return. An ac-
tion seeking damapes under this provision must be brought within
six years after the filing of the frandulent information retum, or
one year after the fraudulent information return would have been
discovered through the exercise of reagonable care, whichever is
Laiter.

The Committee does not want to open the door to unwarranted
or frivolous actiotta or abusive litigation practices. The Committee
is concerned, for example, about the possibility that an unfounded
or frivolons action might be brovght under this section by a current
or former employee of an employer who is not pleased with one or
more items that hiz or her earrent or former employer has included
on the employee’s Form W—2. Therefore, actions brought under this
section wiil be subject to Hule 11 of the Federal Rulez of Civil Pro-
cedure, relating to the imposition of sanctions in the case of un-
founded or frivelous claime, to the same extent a=s other civil ae-
tions.

Effective date

The provizsion applies to fraudulent infermation returns filed
after the date of enactment.
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b, Reguirement to conduct reasonable investigations of information
returns (see. 802 of the bill and sec. 6201 of the Code;

Presunt Ingw

Deficicncies determined by the IRS are generully afforded a pre-
pumption of coorectness.

Reasons for change

Taxpayers may encounter difficulties when a payor issues an er-
romeous information return and refuses to correct the information
and report the chunge to the IRS, or when a fraudulent informa-
tion return is filed.

Explanotion of provision

The bill provides that, in any court proceeding, if u laxpayer as-
serts a reasonable dispute with respect to any item of income re-
ported on an information return (Form 109% or Form W-2) filed b
a third party and the taxpayer has fully cooperated with the IR.%
the Governmenl has the burden of producing reasonable and pro-
bative information concerning the deficiency {in addition to the in-
formation return itself). Fully cooperating with the IRS includes
(but i not limiled to) the following: bringing the reasonable dis-
pute over Lhe item of income to the attention of the IRS within a
reasenable period of time, and providing (within a reasonable pe-
riod of time) access to and inspection of all witnesses, information,
and documents within the control of the taxpayer (as reazopably
requested by the Sceretary)

Effective date
The provision is effective pn the date of enactment.

7. AWARDING OF COBTS AND CERTAIN FEES

a. United Séates must establish that its postiion in a procesding was
substantially justified (sec. 701 of the bill and sec. 7440 of the Code)

Present low

Under section 7430, a taxpayer whoe successfully challenges a de-
termination of deficieney by the IRS may recover attorney’s fees
and other administrative and litigation costs if the taxpayer quali-
fles as a “prevailing party.” A tazpaycer qualilies as a prevailing
party il it: {1} EStaEIiShES that the position of the United States
wae not substantizlly justified; (2) substantially prevails with re-
gpect to the amount in controversy or with respect to the most LI
nificant issue or set of issues presented; and (2) meets certain net
worth and {if the tazpayer is a business} gize requirements. A taz-
payer must exhaust administrative remedies to be eligible to re-
celve an award of attorney’s fees.

Reasons for chenge

The Committee believes that it is appropriate for the IRS tn dem-
onstrate that it was substantially justified in maintaining its posi-
tion when the ver subatantially prevails and that the 1RS
should be requi to follow its published guidance and private
guidance provided to baxpayers.
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Explanation of provision

The bill provides that, once a taxpayer aubstaniially prevails
over the IBS in a tax dispute, the IRS has the burden of proof to
eetablish that it was substantially justified in maintaining ite posi-
tion against the taxpayer. This will awitch the current edura
which places the burden of proof on the taxpayer to establish that
the TRS was not substantially justified In maintaining its position.
Therefore, the successful tazpayer will receive an award of atior-
ney's fees unless the IRS satisfies its burden of proof. The bill also
establizhes a rebuttable presumption that the position of the Tnit-
ed Btates was not subsgtantially justified if the RS did not fellow
in the adminigtrative proceeding (1) ity published regulations, reve-
nue rulings, revenue procedures, information releases, notices, or
announcements, or (2) a private letter ruling, determination leiter,
or technical advice memorandum issued to the taxpayer. This pro-
vigion only applies to the version of IRS puidance that is most cur-
rent on the date the TRSs position was {alken.

Effective date
The provision is effective for proceedings commenced after the
date of enactment.

b. Increased limit on attorney’s fees (see. 702 of the Bill and sec.
7430 of the Code)
Present law
Attorney’s fees recoverable by prevziling varties as litigatiom or
administrative costs was originelly set at $75 per hour.
feasona for change
The Commitiee believes thal these amounts should be raised and
indexed for inflation.
Explanation of provision
The hill raises the statutory rate te $110 per hour, indexed for
inflation beginning after 1996,
Effective daie

The provigion applies to proceedings commenced after the date of
enactment.

c. Failure to agree to extension not leken (nto ecoonnl (see. 703 of
the Bill and zee. 7430 of the Code)

Present low

To qualify for an award of atiorney’s fees, the taxpayer must
?ﬁ*l.ée exhausted the administrative remedies available within the

Reasons for change

The IRS has taken the position in regulations that attorney's fees
cannpt be awarded if the taxpayer has not agreed to extend the
statute of limitations. Jrn Mirghen v. Commissioner, 88 T.(. 492
{1887}, the Tax Court held thal regulation invalid inaofae as it pro-
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videa that s taxpayer’s refusal to consent to cxiend the stabite of
limitations is to be talen into account in determining whether the
tagpayver has exhausied administralive remedies available to the
taxpayoer.

Frplanation of provision

The hill provides that any failure te agree to an extension of the

gtetute of limitetions cannot be laken indo wccounl fer porpozes of
determining whether a tazpayer has exhausted the administrative
remedias for purposes of determining eligibility for an award of at-
tomey's fees,

Effective date

The provision applies to proceedings eommenced after the date of
enactment. .

d. Award of liligation costs permitied in declaratory judgmend
proceadings (sec. 704 of the bill and sec. 7430 of the Code)
Prezent luw

Section T430b¥3) denies any reimbursement for allorney’s fees
in all declaratory judgment actions, cxcept those actions relaled to
the revocation of an organization's qualification under section
B01ic)3) (relating to tax-exempt atatus).

Heasons for change
It iz appropriate to treat declaratory judgment proceedinge simi-
!far te other tax proceedings, with respect to eligibility for attorney’s
oos,
Explanation of provision
The bill eliminates the present-law restrictions on awarding at-
tornev’s fees in all declaratory judgment procecdings.
Lffective dete
The provision applies to proceedings commenced after the dste of
enactmsent.

4, MODIFICATION T RECOYERY OF CIVIL DAMAGES FORL
UNAUTTHORIZED COLLECTION ACTIONES

a. Inerease in limit on recovery of civil damages for unauthorized
eollection aotions (ec. 801 of the Bill and see. 7433 of the Code)

Present fow

A taxpayer may sue the United States for up to $100,000 of dam-
ages caused by an officer or employce of the IRS who recklessly or
intentionally disregards provisions of the Internal Revenuc Code or
the Treasury regulationa promulgated thereunder in connection
wilh the eolleeiion of IFederal tax with respect to the tazpayer.

Heasons for change

The Commitlee believea that the eap for damages eauged by IRS
etnpinyeas should be raised.
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Explanaiion of previeion
The bill increases the cap from $100,000 to $1 million.

Affective dale

The provision applies to unauthorized collection actions by IRS
employees that eecur after the date of enactment.

b, Court diserefion fo reduce qward for Lfigedion cosis for fotlure
to exhaunst administrative remedies (zee. 802 of the bill and zec.

7433 of the Code)

Present law

A taxpayer guing the United States for civil damages for uneu-
thorized collection activities must exhaust administrative remediea
to be eligible for an award.

Reasons for change
There may be circumstances in which it is inappropriate to re-
guire a taxpayer to exhaust administrative remedies.
Explanation of provision
The bill permits (hut does not require} a court bn redoee an
award if the tazpayer has not exhausted administrative remedies.
Effective daie
The provision is effective for proceedings commenced after the
date of enactment.

8. MODFICATION TO PENALTY FOR FAILURE T COLLECT AND FAY
OVER TAX

a. Preliminary notice requirvement (sec. 301 of the bill and zec. G672
of the Cade} '

Present law

Under section 8672, a “responsible person” iz subject to a penalty
equal to the amount of trust fund taxes that are not collected or
paid to the government on a timely basis. An individual the IRS
has identified as a responsible person is permitted an administra-
Live appeal on the guestion of responsibility.

Heasons for change

Some employees may not be fully aware of their persanal Liahility
under section BBT2 for the failure to pay over trust fund taxes, The
Commitiee believes that IRS eould mseke additional efforts to assist
the public in understanding its respensibilities.

Explanation of provision

The hill requires the IRS to issue a notice to an individual the
IRS had determined to be a responsible person with respect to un-
paid trust fund tazes at least ) days prior to issuing a notice and
dernand for the penalty. The statute of limitations shall not expire
before the date 90 days after the date on which the notice was
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mailed. The provision does not apply il the Secretary finds that the
collection of the penatty is in jeopardy.

Effoctine date
The provision applies to assessments made afler June 30, 1994,

b, Discloswure of certain information where more thon one person
subject fo perally (see. D02 of the Bl and sec. GHL) of the Code}

Pregent law

The TRS may not disclose to a responsible person the IRSs of-
forts to collecl unpaid trust fund taxes from other responatble per-
Eoms, who may also be liable for the same tax liability.

Reasons for change

The Committee believes that it is appropriate to permit the IR3
to dizcloae to a responsible person whether the IRS is imposing the
penzlty on any other respensible person, and whether the IRS has
been sureessful in collecting the penalty againat such a person.

Explonation of provision

The hill requires the TRS, if requested in writing by a person con-
sidered by the LE3 to be a responsible person, to disclose in wriling
to that person the namec of any other person the IRS has deter-
mined to be a responsible persen with respect to the tax Lizbility.
The IRS is required to disclose in writing whether it has attempted
to collect this penalty from other responsible persons, the general
nature of those collection activities, and the amount {if any) eal-
lected. Failure by the [BS to follow this provision does not absolve
any individual for any liability for this penalty.

Effectioe dafe
The provision is effective on the date of enactment.

e, Hight of contribuiior from multiple responsible porties (sec. D03
of the bill und sec. 6672 of the code;

Prezent Tow

A responsible persom may seek to recover part of the amount
which he has paid to the IR from other individual: who also may
have the obligations of a responsible person but who have oot yet
contributed their proportionate share of their liability under section
6672, Taxpayers must pursue such claima for contribution under
state law (to the extent state luw permits such claime). The wari-
ations in state law someiimes make it difficult or impossible to
presa succesaful suits in state courts to force a contribution fram
other responsible persons.

Reaszons for chongs

The IRS may eoltect this penulty from a resi‘punsible person from
whot it can collect most eagily, rather then from the person wilh
the greatest eulpability for the failure. It would accordingly pro-
mote fairneas in the administration of the tax laws to establizh a
right of contribution among multiple responsible parties.
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Explanation of provision

If more than one person is liable for this penalty, each person
who paid the penalty is entitled Lo recover from other persons who
are Hable for the penalty an amount equzl o Lhe exeess of the
smount paid by such person over such person's proportionate share
of the penalty. This proceeding is a Federal cause of action and
musi be entirely separate from any proceeding involving IRS's col-
leclion of the penalty from any responsible party (including a pro-
ceeding in which the United States files a counterclaim or third-
party complaint for collection of the penalty).

Effective date

The provision applies to penalties assessed after the date of en-
actment,

d. Board members of tax-exempt organizations (sec. 804 of the bill
and see. BET2 of Hhe code)

Present Inw

Under gection €672, “responsible persons™ of tax-exempt organi-
gations are subject o a penalty equal to the amount of trust fund
taxes that are not collected and paid ta the Government on a time-
l¥ basis.

Reasons for change

Individuals who serve on the boards of tax-exempt orgenizations,
on a voluntary or honorary basis, are often concerned that they will
be held liable for unpaid taxes of the organization as a responsible
persor, even though their service may be strietly voluntary in na-
ture, and they may not be involved in the day-to-day eperationa
and financial decisions of the organization. The Committee believes
that the TRS has not made adequate effortz to carify the rules ap-
plicahle ta tax-exempt organizations.

Explanafion of provision

The hill clarifies that the section 6672 responsible person penalty
is not to be imposed on volunteer, unpaid members of any board
of trustees or directors of a tax-exempt organization to the extent
such memhcrs are solely serving in an bonorary capacity, do not
participate in the day-to-day or finan¢ial activities of the organmiza-
tion, and do tot have actual knowledge of the failure, The provision
cannot operate in such a way as to eliminate ali responsible per-
sons from responsibility.

The bhill requires the IRS to develop materizla to better inform
hoard members of tax-exempt organizations (including voluntary or
honorary members) that they may be treated as responsible per-
sons. The IRS is required to make such materiala routinely avail-
able to tax-exempt organizations. The bill also requires the IES tao
clarify its inatructions to TRS employees on application of the re-
sponsible person penalty with regard te honorary or velunteer
membears of boards of trustees or directors of tax-exempt crganiza-
Linna.
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Effective date
The provision ia cffective on Lhe date of enactment.

17. MODIFICATIONS OF RULES RELATING TO SUMMONSIE:?

o. Enrolled agents included as third-party recordiieepera (sec. 1001
of the bill and sec. 7609 of the code)

Present low

Section 7609 contains special procedures that the IRS must fol-
law before it issues a third-party summuons, A third-party summons
iz a summeones issued to a third-party recardkeeper compelling him
to provide information with respect to the taxpayer. An example of
thig would be a summons served on a stick brokerage house to pro-
vide data on the securities trading of the taxpayer-client.

If a third-party summons is served on a third-party recordkeeper
listed in section 7509(a)(3), then the taxpaver must receive notice
of the summons and have an opportunity to challenge the sum-
mons in court. Mherwise the taxpayer has no statutory right to ve-
geive netice of the summons and accordingly he will not have the
opportunity to challenge it in conrt.

ection 7609¢a¥3} lists attorneys and accountants as thivd-party
recordkeepers, but it does not list “enrolled agents”, whe are au-
therized to practice before the TRS.

Reasons for changs

Because enrolled agents are authorized to praciice before the IRS
in a sitnilar manner to attorneys and accountants, they shouid be
scvorded the same status as third-party recordlteepers as are attor-
neys and accountants,

Explanation of provision
The bill includes enrolled agents as third-party recordkeepers.

Effective date

The provision applies to summanzes iasued sfter the date of en-
actment.

b. Safeguards relating o designoted summonses; annual report to
Congreas on designated summonses (zecs. 1002 and 1003 of the
bill and sec. 6503 of the Code) .

Presertt lain

The period for assessment of additional tax with respect to most
tax returns, corporate or otherwise, is three years. The IBES and the
Laxpayer can together agres to extend the period, either for a speci-
fied pericd of time or indefinitely. The taxpayer may terminate an
indelinite agreement to extend the period hy providing netice to the
IES. -

During an audit, the IRS may informally request that the tax-
paver provide additional information necesssry to arrive at a fair
and asccurate zudit edjustment, if any adjustment is warranted.
Mot all taxpayers cooperate by providing the requested information
on a timely basis. In some cases the IR% seeks information by issn-
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ing an administrative summens, Such a summons will ot be judi-
cially enforced unless the Government {as a practical matter, the
De ment of Justire) seeks and obtains an order for enforcement
in Pederal court. In addition, a taxpayer may petition the court to
quash an administrative summons where this is permitted by stat-
ule,!

In certain cases, the running of the assessment perivd is sus-
pended during the perind when the parties are in court to oblain
or avoid judiaal enforcement of an administrative surmmons. Such
a gugpension iz provided in the case of litigation over a third-party
- summeons (sec. T609(e)} or litigation over a summons regarding the
examination of a related party transaction. Such a suspension can
also goour with respect to a corporate fax return if a summons ia
iszued at least 60 days before the day on which the asscssment pe-
rind {as extended} is scheduled to expire. In thiz case, suspension
is only permitted if the summons clearly states that it is a “des
ipnated gummong” for this purpese. Only one summons may be
treated as a designated summens for purposes of any one tax re-
turn. The limitations period is suspended during the judicial en-
Foreement period of the designated summens and of any other sum-
mons relating to the same tax return that is issued within 30 days
after the desipnated summons s issued

Under current internal procedures of the IRS, no designated
summons is issued unless first reviewed by the Office of Chief
Counsel to the IRS, including review by an IRS Deguty Regicnal
Counsel for the Region in which the ezamination of the corpora-
tion's return is being conducted.

Reasons for change

The Committee recognizes that issuance off a designated sum-
mons is a serious step in the examination of a tax return, given the
fact that litigation over the summons would suspend the running
of the perod for assessing additional tax against the taxpayer
mnder audit. The Committee believes that, in recognition of the =se-
riousness of such a step, the IRS shanld he required to institute ad-
ditional procedures to ensure high-level IRS review before any such
gummoens ia isgned. The Committee alao believes that it is impor-
tant to place some restrictions on the taxpavers to whom [BS cun
isaue a designated summons.

Explonation of provizion

The bill requires that issuance of any designated aummona with
respect to a corpuration’s tax relurn must be preceded by review
of such igsuance by the Hegional Counsel, Office of Chief Counsel
i the IRS, far the Region in which the examination of the corpora-
tion's return iz being conducted.

The bill also limits the use of a designated summons to corpora-
tiona (or to any other person to whom the corporation has trans-
ferred records) that are being examined as part of the Coordinated
Examination Program (CEP) or its successor. CEP audits caver
about 1,800 of tl%-; largest corporate taxpayers. IF 2 eorporation

! Petitiona to quash nre permitbed, for exwope, in aanmelivng wlth (he examibnation of cerlain
relobed parly Leansaciiong inder sectivn B03%AMNA), and in the cese of certain third-party sum-
neanEeg eder Aection TEOEIRNZ).
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moves between CEP and non-CEF audil calegories, only the tax
years covered by the CEP may be the subjeci. of a deaignated sum-
mons. The Bill does not atfect Code section 6038A(eX 1}, which re-
lates to a T1.5. roporting corporation that acts merely as the agent
of the foreign related party by receiving summanses on behalf’ of
the foreign party.

"The hill also requires that the Treasury reporl annually to the
Conpress on the number of designated summonses issued in the
preceding 12 months.

Effective date

The provision applies to summonses issued after date of cnael-
ment.

1L RELIEF FROM RETHOACTIVE AFPLICATION OF TREASURY DEPART-
MENT ®EGULATIONS (SEC, 1101 OF TIIE GILL AND SECG. 7406 OF THE
CODE)}

Pregent law

Under section 7805(h), Treasury may prescribe Lhe extent {if any)
to which reguiations shall be applied without retroactive effect.

Reosons for change

The Committee helieves that it is generally inappropriate for
Treaaury to issue retroactive regulaliona.

Explanaiion of provision

The bill provides that temporary and proposed regulations must
have an cffective date Tio earlier than the date of publicalion in the
Federal Register or the date on which any notice substantially de-
scribing the expected contents of such regulation is izsued to the
public. Any regulations filed or issued within 18 months of the en-
aciment of the statutory provision to which the regulation relates
may he issued with retroactive effect. This general prohibition on
retroactive regulations may be superseded by a legislative grant
authorizing the Treasury to prescribe the effeclive date with re-
gpect to a statutory provision. The Treasury may issue retrosetive
temporary or proposed regulations to prevent abuse. The Treasury
also may issue retroactive temporary, proposed, or final regulations
to correct a procedural defect in the issuance of a regulation. Treas-
ury may provide that taxpayers may elect to apply a temporary or
proposed regulation retroactively from the date of publication of the
regulation. Final regulations may take effect from the date of publi-
cation of the temporary or proposed regulation to which they relate.
The pravizion does not apply to any regulation relating to internal
Treasury Departrment policies, practices, or procedures. Present law
wilh respect to rulings iz unchanged.

Effeciive date

The provision applies with respect to regulations that relate to
statutory provisiens enacted on or after the date of ensctment.
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12. MISCELLANEQUS PROVISIONS

a. Phone numbers af person providing payee stofement reguired to
be shown on such statement {sec. 12001 of the bill end secs. £041,
Bl1A, 6042, 6044, 8045, KOS, GUA0B, SG50H, 0601, 6050,
GOS0 and 6050N of the Code)

DPregent [own

Information returns must contzin the name and address of the
PEYOT.

Reasons for change

Taxpayers often need to contact payors issuing information re-
turns in order to resolve guestions abeut the accuracy of the mfor-
mation provided to the IRS. Currently, payors arc only required to
provide their names and addresses on information refurns. As a re-
sult, taxpayers may have difficulty in contacting the payor and re-
aolving questions quickly.

Explanaiion of provisien

The bill requires that information returns contain the name, ad-
dregs, and phione number of the information contact of the person
required to make the information return. A payor may, for exam-
ple, provide the phone number of the department with the relevant
information. It is intended that the telephone number provide di-

rect accesa to individuals with immediate resources to resolve a
taxpayer's questions in an expaeditious manner.

Effective daie

The provision applies to statements required to bhe furnished
aﬂm; December 31, 1996 (determined witheut regard to any exten-
gion).

b. Required notice to taxpayers of ceriain payments (sec. 1202 of the
bill}

Present low

If the IRS receives a pavment without sufficient information to
properly eredit it to a baxpayer's account, the [R5 may attempt to
contact the taxpayer. If contact cannei be made, the IRS places the
payment in an unidentified remittance file.

Reaxony for change
If the IRS eannot associate a taxpayer's payment with a balance
due, the IRS generally deposits the money and may not infoem the
taxpayer of the overpayment. For example, a check that is sepa-
rated from a balance-due income tax return, which is aubsequently
lpst, thay not get credited to that taxpayer's account.

Explanation of provision

The bill requires the TRS to make reasonable efforts to notify,
within 80 days, those taapayers who have made payments which
the IRS cannot associate with the taxpayer,
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Effective dote
The provision is cifective on the date of enactment.

., U;mu.fhorized enticement of information dizctnsure (sec, 1203 of
the Bl and rew sec. 7435 of the Cade}

Prosent law

WMo statutory disineentive applies to LRS emplovees who entice a
tax ssional to disclose information about clients in exchange
for the favorable treatment of the taxes of the professional,

Heasons for cliange

The Committee helieves that it is improper for 1R5 employees to
entice tax professinnials into breachinyg their fiduciary responaibil-
ities to their clients in exchange for favorable treatment on their
own rofurns. ’

Explanation of provision

If any officer or employee of the United States intentionally eom-
promises the determination or collection of any tax due frem an at-
torney, certified public accountant, or enrolled agent representing
a taxpayer in exchange for information conveyed by the taxpayer
to the attorney, certified public accountant, or enrolled agent for
purposes of obtaining advice concerning the taxpayer's tax liahility,
the taxpayer may brihg a civil action for damages against the Unit-
ed States in a district court of the United States. Upon a finding
of liahility, damages shall equal the lesser of $500,000 or the sum
of (1} aclual economic damages sustained by the taxpayer as a
proximate result of the information disclosure and (2} the cosis of
the action. These remedies shall not apply to information conveyed
to an attorney, certified public accountant, or enrolled agent for the
purpose of perpetrating a fraud or crime.

Effective date

The provision applies to activns teken after the date of enact-
ment.

d. Annual reminders fo doxpeyers with outstanding delinguent
aeeounts (see. 1304 of the bill and rew sec. 7524 of the Code)

Present law

There is oo statutory requirement in the Code that the RS send
anral reminders to persons who have outstanding tax liabilities.

Reasons for chonge

Numerous taxpayers become delinquent in paying their tax li-
ability, The delinquencies may oecur because the person did not
make encugh payments through payroll withhelding or quarterly
estci]rnated payments or because of an adjustmen! following an
audit.

The IRS generally pursues larger tax defieiencies first, and then
it purgues small deficiencies. Because of the limited amount of IR3
resources to work collection cases, cuses with smaller deficienciea
may not be addresszed for years. In the meantime, the laxpayer
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may come to believe that the apparent lack of IRS eollectinn activ
ity means that it has abandoned its claim against the taxpayer.
The taxpayer may be surprised when the IHS resumes colleviion
action vears later, when the 10-year statute of imitations on collce-
Lionz is cloze to expiring.

Explanaition of provision

The Lill requires the IRS to send tazpayers an annnsl reminder
of their outstanding tax liabilitiea. The fact that a taxpayer did not
receive a timely, annual reminder notice does net affect the tax li-
ahbility.

Effective daie

The provigien requires the IBES to send annual reminder notices
beginning in 1997.

& Five-year extension of authority for undereaver operations ‘sec,
1205 of the bifl and sec. 7608 of the Code}

Present law

The Anti-Drug Abuse Act of 1988 exempted IRS undercover oper-
ations from the otherwise applicable statutory restrictions control-
libg the use of Government fumds (which penerally provide that ail
receipta be deposited in the gemeral fumd of the Treasury and all
expenges be paid out of appropriated fisnds}. In general, the exemp-
tion permits the IRS to “churn” the income earned by an under-
cover operation to pay additional expenses incurred in the under-
cover cperation. The IRS is requitsd to conduet a detriled financial
audit of large undercover operations in which the IRS is churning
funds and to provide an annusl audit report to the Congress on all
auch large undercover operations. The exemption originally expired
ot December 31, 1889, and was extended by the Comprehensive
Crime Control Act of 1980 o December 31, 1521, The IRS has not
had the authority to churn funds from its undercover aperations
singe 1991

Reasons for change

Many other law enforcement agencies have chuming authority.
1t is appropriate for IRS to have this authority as well.

Explanatior of provision

The hill reinstates the IRSs offset authority under section
7608(c) from the date of enactment until January 1, 2001 The hill
amends the IRS annual reporting requirement under sectiom
7608(cK4KB) to require the provision of the following data: (1) the
date the operation was initiated; (2) the date offsetting wes ap-
proved; (3} the total current exponditures and the ameunt and use
of proceeds of the operation; (4} a detailed description of the under-
cover operation projected to generate procesds, including the poten-
tial wviolation being investigated, amd whether the operation iz
being conducted nnder grand jury auspices; and {5} the results of
the operation to date, including the results of criminal proceedings.
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Eiffectim dule

The provizion would be effective on the date of enactment.

£ Disclusure of returns on cash fransactions (sec. 1208 of the bill
and sec. 6103 of the Code}

Prescent foiw

The Internal Hevenue Code prohibits disclosure of tax relurns
and return information, except to the extent specifically authorized
by the Inlernal Revenue Code (sec. 8103). Unauthorized disclosure
is a felony punizhable by a fine not exceeding $5,000 or imprison-
ment of not morc than five years, or both {sec. 7213). An action [or
eivil damages also may be brought for unauthorized disclasure {sec.
7431}, No tax information may be furnished by the IR to another
agency unless the other agency establishes procedures satiefactory
to the IRS for safeguarding the tax information it receives {(sec.
6108(p)%

Under section 60507, any person who receives more than $18,000
i cash in nme iransaction {or two or more related transactions) in
the course of a trade or business generally must file an information
return (Form 8300} with the IRS specifying the name, address, and
taxpayer identificalion number of the person from whom the cash
was received and the amount of cash received.

The Anti-Nriug Abuse Act of 1988 provided a special rule permit-
ting the IRS to disclose these information returns to other Federal
agencies for the purpose of administering Federal criminal stat-
utes. The special rule originally was to expire alter November 15,
1990, and was extended by the Comprehensive Crime Centrol Act
of 1990 to November 18, 1992

Heasons for change

Information filed on Form 8300 is very similar to information
filed on Currency Transaction Reporta (CTHs} under the Bunk Se-
crecy Act. Both types of information reports should be subject to
the same dizclosure rules.

Explanation of provision

The hill permanently extends the special rule for disclosing Form
8300 information. Moreover, the bill permits disclosures not only to
Federal agencies but also to Stage, local and foreign agencies and
for eivil, criminal and regulatory purposes (i.e., generally in the
same manner as Currency Transaction Reports filed by financial
institutions under the Bank Secrecy Act). Dizclosure, however, is
not permitied to any such agency for purposes of tax administra-
tion. ‘The bill also (1) extends the dissemination policies and guide-
lines under section 6103 to people having access to Form 8300 in-
formation, and {2) applies section 6103 sanclions te persons having
access to Form 8300 information that disclose this information
withaut proper anthorization.

Effective date
The provision is effective on the date of enactment.
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g. Disclosure of returns and reiurn informaftion to designee of
taapaver (sec. 1207 of the Bill and sec. 6103 of the Code)

Present law

Under present law, the IRS is authorized to disclose the return
of any taxpayer, or return informetion pertaining to a taxpayer, to
such persan(s} as the taxpayer has designated in a written request.

Heasons for change

The IR&'s move to a paperless syatern depends on the casc and
funetinnality of clectronic communication systems, eg., tolephones,
faczimile machines, computers, eominunications networks, etc.

Hxpianation of provision

The bill deletes the word “written” from the requirement that
“written consent” from the taxpayer is necessary for the disciosure
of taxpayer information to a designated third party. Allowing the
IRS to adopt alternatives to the written request requirement will
expedite such changes and facilitate the development and impie-
mentation of Tax System Modernization projects. It is anlicipaled
that the IRS will continue to utilize its regulatory anthority tn im-
pose reasonable resirictivns on the form in which a reguest is
made, and that the IRS will in no event accept an unconfirmed
verbal request.

Effective date
The provigion is effoctive on the date of enactment.

&. Repari on netiing of interest on overpoyments and liobilities (sec.
1208 of the bill)

Present law

If any portion of a tax is satisfled through the crediting of an
overpayment of tax, no intereat is imposed on that portion of the
tax for any period during which, if the credit had not been made,
interest would have been allowabie,

The Tax Reform Act of 1886 first implemented an interest rate
differentisl. The nnderpayment rate was set 1 percenl higher thun
the overpayment rate. The Conference Report to the Tax Reform
Act of 19R6 ataled:

ltle the extent a portion of tax doe is satisfied by a credit
of an overpayment, na interest is imposed on that portion
of the tax. Consequently, if an underpayment of $1,000 o¢-
curs in year 1, and an overpayment of $1,000 oceurs in
year 2, no inlerest Is imposed in year 2 because of the rule
of section £601{F. The PIRS can at present net many of
these offaetting overpayments and underpayments. Never-
thelesa, the IRS will require a transition perind during
which to coordinate differential interest ratez . . . [tThe
Secretary of the Treasury may prescribe regulatinns prn-
viding for netting of Lox underpeymenta and everpayments
through the periedd ending three years after the date of en-
actment of the bill. By that date, the IRS should have im-

H.Rept. 104-506 0 - 96 - 4
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plemented the most comprehensive netting prucedures
that are consistenl wilth sound administrative pracrice.

The Omnibus Budgel Reconciliation Act of 1990 incressed the
underpayment rate on certain large corporate underpayments to 3
percent higher than Lhe overpayment rate. The Conference Report
atated:

Under presenl law, the Secrotary has the authority to
credit the amount of any overpayment against any liability
under the Code * * * to the extent a partion of tax due is
satisfied by a credit of an overpayment, no interest is im-
posed on that portion of the tax ¥ * % The Secretary
should implement the most eomprehensive erediting proce-
dures under section 6402 Lhat are consisteni with sound
administrative practice,

The General Agreement on Tariffs and Trade {(GATT) reduced
the overpavment rate on certain corporate tax refunds. The legisla-
tive history of the GATT legislation stated that:

The Secrctary of the Treasury should implement the
most ecomprehensive crediting procedurcs under section
6402 that are consistent with sound administrative prae-
tiee, and should do =0 as rapidly ms is practicable.

Rensons for change

The Committee believes that it is important for the Commitiee
" to understand in detail how the IRS has implemented nctting pro-
cedures to date. Congress has never adopted differential interest
rates, or increased the amount of such differential, without at the
same time also encouraging the IRS to implement comprehensive
interest neiting procedures. The Committer is concerned that the
IES has failed to implement comprehensive interest netting proce-
dures and iz intercsted in learning whether the delay stems from
technical diffieulties or substantive questions wboul the seope of
guch interest netting procedures,

Explanation of provision

The hill requires the Secretary of the Treasury Lo eonduet a
gtudy of the manner in which the [RS has implemented the neiting
of intereal on overpayments and underpayments and the policy and
administrative implicationa of global neiting. The Treasury i3 re-
quired o hold a public hearing to receive comments from any inter-
eated party prier to submitting the report of its study lo the tax
writing epmmittees,

Affective deis

The report is due six months after the date of enactment. The
Cotnmittee understands thai the Treasury has already announced
that it will conduet this study and will complete it by Oclober 1,
1995, The Committee anticipates that the Treasury will meet its
own deadline.
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t. Hxpenses of detection of underpavments and fraud (sec. 1209 of
the bill and sec. 7628 of the Code}

Present law
Secretary may, pursuant to regulations, pay rewards for informa-
tion leading te the deteetion and punishment of vielations of the In-
ternal Revenue laws.

Reaszons for change

The Committee believes that improvements should he made to
this program.

Explanation of provizion

The bill clarifies that rewards may be paid for information relat-
ing to eivil viclations, as well as criminal violations. The bill also
provides that the rewsards are to be paid out of the proceeds of
amounts (other than intarest) collected hy reason of the informa-
tion provided. The bill also requires an annual report on the re-
wards program.

Effective dote
The provigion is effective aix months after the date of enactment.

J. Use of private delivery services for limely-mailing-as-timely-filing
rule (vec, 1810 of the il und sec. 7508 of the Codu}

Present low

The Cade sets forth the rules for determining when a retarn,
payment of tax, or other document required to be filed with the TRS
iz deemed to be filed or delivered on a timely basia (sec. 7502). In
g reeent cose illturpretiu? {his seclion (V.L.Curreia, 58 F.id 468
©{1995Y), the TLE. Courl of Appeals [or the 9ih Circuil upheld the
Tax Court's ruling that the section's so-called “timely-mailing as
timely-iling” rule does not apply to private deliverly companiea, Al-
though the Appeals Court agreed that there is 2 legitimate policy
rationale for extending the rule to private delivery companies, it
concluded that only Conpgress, and not the courts, had the power
ta make such a change.

Reasonsg for choange

There are many privatc delivery companies operacing today
which meet the T1.8, Pastal Service's ability to deliver documents
guickly and securely. Every year, many taxpayvers needlessly run
afoul of the preseat-law rule because they make o reasonuble as-
sumpilion ihal asing g privade delivery service is midequale Lo show
timely filing of their tax refnrna.

Lxplanation of provision
The SBecretary of the Treasury is given authority to expand the
“timely-mailing as timely-filing” ruie to include a designated deliv-
cry sorvice. A designated delivery scrvice must be designnted as
such by the Secretary, The Scerctary may designate o delivery
aetvice only if it meets the following eviteria: (1) it iz available to
the general public; (2) it i3 at least as timely and reliable on a rep-
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ular basie as the United States mail; (3) it satisfies reeordkeeping
erileria; and (4} it meets any additional erileria as the Secretary
may prescribe. The provision aiso gives the Secretary aimilar au-
thority with respeet Lo equivalenis for Uniied Slates certified or
registered mail.

FEffeetive doate
The provizion iz effective on the date of enaciment.

k. Reports on misconduct by RS emplovees (sec. 1211 of the bill}

Present Lo

The IES Inspeclion Division investigates allsgations of eriminal
misconduct or scrious violations of the “Standards of Ethieal Con-
duct for Employees of the Executive Branch” (b CFR 2635) by IRS
employees. Tn addition, TRS munagement addresses other types of
taxpayer complaints relating to inapprepriate bhehavior by IRS em-
ployees.

Reasons for change

Uriminal actions resulting from Inspection Scrvice investigations
are & matter of public record, and press releases are lsaued in con-
junclion with the T8 Allorney’s office shout soch makters in we-
cordance with exceptions that exist to tax disclosure and privacy
condirainlz. Iowewver, informatinon abool adminisiealive discipli-
nary actions are generally not available to the public, This may
lead to a public perception that allegationa of misconduct by IRS
etnployees  are  nol  investigated or  that  misconduct  poes
unpunished.

Fxplonation of provision

The hill vequires the TRS to make an anmual report to the tuax-
writing committees, beginning June 1, 1997, on all categories of in-
stancea involving allegationa of misconduet by IRS employees, aris-
ing either Mrom internally identified cases or from taxpayer or
third-party initiated complainta. The report muat idenidfy by IRS
Reginn and primary selivity ihvolved (e g, examinalian, collection,
ete.), the nature of the misconduct or eotmplaint, the oumber of in-
atances received by category, and Lhe disposilion of these instatces.
This would fnchude, but not be jimited to, the following catepories:
number of employees reprimanded, terminated, or prozecuted; in-
stances dismissed because of a finding that proper procedures were
fallowed; and those initiated but not yet resolved. Instances covered
by thiz process must include both written complaints of misconduct
and those received by telephone through managerment channels.
Each annual reporh will cover instances of misconduct thac oc-
cirred during the preceding calendar year. Disposition of com-
plaints hol resolved by Lhe Lime the report is prepared meosl be io-
cluded in the repott for the year in which resolution coours,

Iffective date
The firat repart ig due by June 1, 1997
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B. Revenue fNfeets

1. APTLICATION OF FAILURE-TO-FAY PEMNALTY TO SITBSTITUTE
RETURNE (SEC. 1301 OF THE B[ AN 3. 6651 OF TIIE CODE)

Present Inut

Section 6651(a) 2} provides that the IES may assess a penalty for
failtre to pay tax from the due date of the return until the tax is
paid. If ne return is filed by the taxpayer and the IRS files a sub-
stitute return under sectien 6020, the tax on which the penalty is
measured is considered a deficiency assesgable under section 6212
or 6213, and the failure to pay penalfy begine te accumulate 14
days after the IRS sends the taxpayer a notice and demand for
payment of the tax.

Reasons for chonge

Under the current penalty system, there is an inequity between
voluntarily filed delinquent returns and substitute returns. Tax-
payers who file delinquent returns must pay a failure te file pen-
alty from the due date of the return, whereas the taxpayer wha
forces the TRS to utilize a substitute return is not assessed the pen-
alty until billed by the IRS.

Fxplanaiion of provision

The bill applies the failure to pay penalty to substiiute returns
in the same menner as the penalty applies ta delinquent filers.

Effective date

The provision applies in the case of any return the due datve for
which (determined without regard to extensions}) is after the date
of enactment.

2. EXCISE TAXES ON AMOUNTS OF PRIVATE EXCESS BENEFMS (8EQ.
1311—1314 OF THE RILL AND SECS. 501, 6033, 5104, 6662, 6685 AND NEW
SECH. 4958, 6116, AND G716 OF THE CODE)

Present faw

Private inurement

Charities.—Section S0L{cKH3} specifically eonditions tax-exernpt
status for all crganizations describhed in that section on the require-
ment that ne part of the net earnings of the grganization inures to
the benefit of any private shareholder or individual (the so-called
“private inurement test™).

Socieel welfore organizations.—A tez-cxempt social welfare orga-
nization deactibed in section 501{ci{4) must he organized on a non-
profit basia and must be operated exclusively for the promotion of
social welfare. In contrast to section 501(c)3), however, there is no
specifie gtatutory rule in section 5301(cK41) prohibiting the net earn-
ings of a social welfare organization described in section $0L{ci4}
from inuring to the benefit of a private shareholder or individual?

1 Even whary 1y peplubiled privata inuvement exiata, however, more then incidental prirane
Tynafila conlerted oh Lndiwiduaf: may regult in the organization not being operatad " lusbrely"
Crntinmed
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Other organizations.—Oiher tex-cxempl organizations, wuch as
labor and agricultural organizations described in scetion HOTicIH)
ond hiuginess leagues deseribed in sectionn S0liek8] are subject tn
the private inurcment lesl, as a result of explicit statutary lan-
guage or Treasury Nepartment regulations.

Sanctions far private inuremenl and other vielatinns of exemption
standards

Crrganizations deseribed in section 501(e)(3) are classified ag ei-
ther public charitics or private foundations. Penalty excise laxes
may be imposed under the Code when a publie charity makes polit-
ical expenditures (scc. 4955) or emcessive labhying expenditures
(sees. 4311 and 4812). However, the Code penerally docs nol pro-
vide [or the imposition of penalty cacise Lazes in cases where a
S01{c)(3) public charity or a section S0 1{c)d} social welfare orsani-
zalion engages in a lransaction that reaulis in private inurement,
In suceh cases, the only sanction that specifieally is aulhorized
under the Code is revocation of the erganization’s tax-exempt sta-
Lus. A transaction engaged in by a private foundation (hut not a
public charity) is subject to special penalty excisc taxes under the
Code if the transaction is a prohibited “self-dealing” transaction
{sec. 4941} or does not accomplish a charitable purpose {sec. 4945).

Tiling and public disclosure rules

Tax-exempt organizations (other than churches and certain small
organizations) are required to file an annual information return
(Form 980} with the Internal Revenue Service (“LRS"™, setting forth
the organizatinn’s items of gross income and cxpenses atiributahle
to such income, dishursements [or tax-ezempt purpeszes, plus cer-
tain other information for the taxable year, Private foundations are
reguired to allow public inspeetion at the foundation's principal of-
fice of thelr current annual information return. Other tax-exempt
organizations, including public charities, are required to allow pub-
lic inspection ab the orgamization’s prineipal office {and certain re-
gional or district offices) of their annual information returns far the
three most recent taxable years (sec. §104{e)). The Codc also re-
quitec that tax-cxempl organizations allow public inspection of the
organization’s application to the IRS for recognition of tax-ezempt
status, the IRS aelermination letter, and certain relaled doen-
ments. In addition, upon written reguesat to the TRS, members of
the general public are permitted to inspect annual information re-
turns of tux-exempt organizations and applicatinns for recognition
of tax-exempt siatis (and related documents) al the National Office
of the TRS in Washington, N.C. A person making auch a writico re-
quest is notified by the TR3 when the material ia availabie [or in-
speciion at the National Office, where noles may be taken of the
material open for inspeciion, photographs taken with the person’s
own equipment, or copies of such material obtained from the LIRS
for a fee (Treas. Reg. secs. 301.6104{a)}-5 and 301.6104b1].

Section 66520e)1HA) provides ibal a tax-cxempt erganization
that fails to file a complete and accurate Form 999 is subject to 2

for an erempt purposn. B, &g, Americat Campaign Asademy v Cornlegioney, 82 T.C. 1063
118499,

91



3]

penally of $1U for each day during which such failure eontinues
(with o maximum ponally with respect to any one return ol Lhe
lesser of $5,000 or five pereenl of the organization'a gross reecipis
fur the year). Seclion G66520¢) 1N C} provides that tav-exempt organi-
gations Lhal. il e make certain annnal returns and applicatinns
for exermption available for public inspecticn are subject te a pen
ally of $10 for each day the failure coolinues (with a maximum
priully with respect to any one return not to exceed $5,000, and
without limitation with reapect to applications?. In addilian, sectisn
66585 provides a penalty for willlully [ailing to make an annuai Te-
turn or application available for public inspeciion of $1,000 per re-
turn or application.

Regsons for change

To ensure that the advantages of tax-exempt status ultimately
benefit the community and not private individuala, the hill extends
the present-law section 501(c)3) private inurement prohibition to
nonpridil organizations described in section 501(c)4) and provides
for intermedinle sanelions that may be imposed when nonprofil or-
ganizations deseribed in section 50L{eW3] or 501ici4) enpage n
iraneactions with certain insiders thal result in private inurement,
The bill also enhances the oversight and public accountability of
nonpredil organizations through additional reperting of information
by nonprofit prganizationg 1o the Internal Revenue Service (TRE)
and increased public access to documents filed by such organiza-
tiong with the TRS.

Explonation of provision

Extend privale inurement prohibition to social welfare organiza-
tions

The bill arnends section 501{c¥4) explicitly to provide that a so-
clal welfare organization or other organization described in thal
gection would be cligible fov Lax-exempt status onky it no part of its
net earnings inures to the benefit of any private shareholder or in-
dividual.

In addition, the bill providea that the private ionrement rule will
not be violated solely because of an allocalion or return of net mar-
wina or capital to the membors of a nonprofit aszociation or orgami-
zation thal operates on a cooperative basis in accordance with its
incorporating statute and bylaws (substantially as in cxistence on
ihe date of enactment} and was determined Lo be exempt from Fed-
gral income lax under section 501ei4) prior to the dale of enact-
ment. However, such cosperative organizations are subjocet to Ehe
general private inurcment proscriplion with respect to any other
type of Lransaction.

Effective date. -Thiz provision generally is cffective on Septem-
ber 14, 1995, However, under & special transition rule, the provi-
gion doecs mot apply to inurement oecurring prior to January 1,
1997, if such inurement resulls (rom a written contract that was
binding on September 13, 1995, and at all timey thereafter before
gueh inurement occurred, and the terms of which have pel materi-
ally changed.
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Intermediate sanctions for excess benefit transactions

The bill imposes penalty excise taxes ag an intermedizte sanction
in cases where organizations exempl from tax under section
501c)S) or 501(ci4) (other than private faundations, which are
suhject to a sepurale penalty regime under current law) engage in
an “excess beneflt transaction.” Ln such cases, intermediate sanc-
tions may be imposed on certain disqualified persons (i.e., insiders}
who improperly henefit from an excees benefit transaction and on
organization managers who participate in such a transaction know-
ing that it is improper.

An “excess benefit transaction” is defined as: (1) any transaction
in which an economic benefit is provided to, or for the use of, any
disqualified person if the value of the economic benefit provided di-
rectly by the organization (or indirectly through a controlled en-
tity?) to such person exceeds the value of consideration {including
performsanee of serviceg) received by the organization for providing
such benefit; and (2} to the extent provided in Treasury Depart-
ment regulations, any transaction in which the amount of any eco-
nomic henefit provided to, or for the use of, any disqualified person
iz determined in whole or in part by the revenues of the organiza-
tion, provided that the transaction constitutes prohibited
inurement under present-law section 501(c¥3) or under section
501icK4), as amended. Thus, “excess benefit transactions® subject
to excise taxes include transactions in which a disqualified person
engages in a non-fair-market-value transaction with an organiza-
tion or receives unreasonable compenszation, 25 well ag financial ar-
rangements (to the extent provided in Treasury regulations} under
which a disgualified person receives payment based on the organi-
zation’s income in a transaction that violates the present-law pri-
vate inurement prohibition. The Treasury Department is instrueted
to issue prompi guidance providing examples of revemue-sharing
arrangements that violate the private inurement prohibition; such
guidance shall be applicable on a prospective basis. 4

Existing tax-law standards (see sec. 162) apply in. determining
reascnableness of compensation and fair market value. In apply-
ing such standards, the Committee intends that the ‘parties to a
transaction are entitled to rely on a rebuttable presumption of rea-
sonahleness with respect to 2 compensation arrangement with a
disqualified person if such arrangement was approved by a board
of directors or trustees {or committee thereof) that: (1) was com-
posed entirely of individuals unrelated to and not subject to the

34 tav-exempt onganization cannot aveid the private kwrement proscription by cAMEing a con-
trolhed entity to engags in an excess benefit transaction, Thus, fat exarnple, if 8 tec-exempt orga-
nization cauaes [t taxable subdidiary to pey excessive compenamtion to an individuel who s &
digqualified person with respect to the perent orgen l=ation, such transaction would be an axcess
benelit trangaction.

4 [oder presetit Jaw, certain revenue dharing arranpements hurs heen datermined not to {on-
atitute private mursmnent {pee e.g, GCM 38269, GCM 38206, and GCW 39674} and, under the
proparal, it would contliue 1o be tha caze that oot all revenns sharing prmogetients would be
Impruper private inurament. However, the Committes intendd no infirence that Tremmcy oo the
Internal wp Servie are bound by any particulsr prior unpubished rulings in this szes.

3 In thin regand, the Conunitbes intends that an individusl need ot nsecsserily accent reduced
campengation merely bocauss Tw ar ahe rendors services to & tar-axempl, as oppedcd ¢ A tax-
able, srganlzabion, Cf, Tress. Reg wwe, 50484 1A4-3cK 1)
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conibral of the disqualificdt personis) involved in the arrangement?®
(2) obtained and relied upon appropriate data as o comparability
(¢.g., compensation tovels paid by similarly aituated organizations,
hath faxable and tax—cxempt, for functionally comparable positions:
the lacatian of the organization, including the availabilily of similar
specialtics in the geograplic area; independent esiapensalion sur-
veys by nationally recognized independent firmas; or aclual written
wflers [rom similae institutions competing for the servicea of the
disqualified person); and (3) adequately documented the baais For
ils determination {e.g., the record includes an evaluation of the in-
dividual whose compensation was being established and the basis
for detertnining that the individual’s compensation was reasonable
in light of thal evaluation and data)? 7f these three criteria are
satisfied, penalty excize taves could be impozed under the proposal
only i the IRS develops sufficient conlrary evidence to rebut the
probiulive value of the cvidence put forth by the parties in ihe
trangaction {e.g., the TRS could cstablish that the compensatinon
data relied upon by the parties was not for fanctionalty comparable
positions or thai the disgualified person, in fact, did not substan-
tially perform the responsibilities of such position). A similar rebut-
table presumption would arisc with respect to the reasonableness
of the valuation of properiy sold or otherwise transferred (or pue-
chased} by an organization to (or [rom) a disqualified person if the
sale or transfer (or purchase} is approved by an independent board
that uses appropriate comparability data and adequately docu-
tnents its determination. The Secretary of the Treasury and TR8
are instructed to issue guidance in connection with the reasonable.
nese atandard Lhat ineorporates this presumption,

The bill specifieally provides that the payment of personal ex-
penzes and benefita to or for the benelil of disqualified persons, and
non-fair-marlet-value transactions henefiting such persons, would
e treated as compensation only if it is clear that the organizalion
intended and made the payments as compensation for services. In
determining whether such payments or trensactions are, in fact,
compensation, the relevant factors inelude whether the appropriate
decislon-making body approved the transfer as eempensalion in ac-
cordance with establisheg procedures and whether the organization
and the recipieni reported the transfer {cxcept in the ease of non-
taxable fringe benefits) as compensation on the relevant forms (ie.,
the organization's Fortn 920, the Form W-2 or Form 1099 provided
by the organization to the recipient, the recipicnt's Form 1040, and
other required returns}.

# A peciprocal approval arcengement wierehy An individual spproees componeaticn of the dis-
bl persoan, ond #he dicquualified peraon, in turn, appeoves the individuaba onperslion
el 1300k Ratily thee independence requirement.

"The tact tnat a State or laral Teglslolive or geeaey body moy have autherized o approved
of u particular compeneation package paid to a disqualilied perkon 05 oeb detorminntive of tho
rizasanyDloness of cmnpensation peid for purpeass of the excige tax penalties provided for byt
proposal. Simdlatly, kurh aulhgrsalion or appreval ie wot determinative of whethor n eovonle
sharing arrengement violates the private insreitanl, pavseriplioeo,

sWith the caeoption of nontaxable fringe benefitz degeribed i prement-Taw section 192 wond
athet dvpies af nanlzaceahle lesnsfors such a5 employer-provided health benefits and concribiding
b quAlified petising plaos, e ez liog el demonstogle we the time of an 1185 audit that
it clearly indicated ik intend 1o feeal ecunooi: enefils prosiled oo disgualifiedd pereon aa com-
pepsatlon for scrvices merely by claimiog that such benefils ooy he viewe] s pael of e dis-
qualified pergn’s bohal tompensation pacleage. Mether, the organization would be cequied
pravide snbetantEacion that 13 contetoporanestits with the transfer of cconemin benefita al Dsawe.
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Consistent with the rule that payment of personal expenses and
benefita to or For the benefit of disqualified persons and nonfair-
market value transactions henefliting such persons are treated as
cormpensation only if it is clear that the organization ntended and
made the payments as compensation for services, any reimburse-
ments hy the organization of excise tax lability are frealed as an
exeesa benefit 1mless they are included in the disqualifled person’s
compensation during the year the reimbursement is made. The
total compensation package, including the amount of any reim-
hursement, is subject to the reasonableness requirement. Similarly,
the payment by an applicable tax-exempt organization of premiums
for BN insurance policy providing liability insurance to a disquali-
fied person for exoesscﬁeneﬁt tazes is at exeess benefit transaction
unless gich premiums are treated az part of the compensation paid
io such diaqualified person. ?

"Disqualaﬂied pergon” moans any individual who is in a pesition
to ezercise substantial influence over the affairs of the organiza-
tion, whether by virtue of being an organization manager or other-
wise.1? In addition, “diaqualified peraons” include certain family
members and 35-percent owned entities ! of a disqualified pergon,
as well as any person who was a disqualified peraen at any time
during the five-year period prior to the transaction at issue. A per-
aon having the title of “officer, director, or tristee” doea not auto-
matically have the status of a disqualified person.!? In additicn,
the Secretary of Treasury has authority to promulgate rules ex-
empting broad categories of individuals from the category of “dis-
qualified persons” (e.g., full-time bona fide employees who receive
economic benefits of less than a threshold amount or persons who
have taken a vow of poverty).

A disqualified person who benefits from an eacess benefit trans-
action is subject to a first-tier penalty tax equal to 26 percenl of
the amount of the excess henefit {i.e., the amount by which a trans-
action differs from fair market walue, the amount of compensation
exceeding reasonable compensation, or (under Treasury regula-
tipnst the amount of a prohibited transsetion based on the organi-

+I1 wldicion, beceuse individuals may be both members of, and disqualliied persons with e
spect to, & non-caclusive applicabls tax-cwempt organization (e, A GUSEUm oF nrlghbarhaad
civic organization’ and reveive cetthin benefita {.m, froe adindssion, discounted gift ahop pur-
chasaelin their capacity a5 momliees (rather than o thelr capacity ac diaguallfied pereanap, the
Cronmnittee expects that Uhe Treasury Leporloent will grovide guidance elaritying Liml swch
memberchip benefils may be mludv?['rmn eonsiderstion under the privata inursment proserip-
tion and interniediate asnctden rules,

e {Tqer the till, & person conld be 0 8 positioh 1o exercisa subetuntisl nfluence oyer v tax.
exempt organizakivn :F;:pim the fact that #ch peroan is net v employes of (und reeeivee no
compensation direcily fromi & cam-ewenig. seganization, Lut |y feemally an vmphyee of (and ie
directly compensated byt subsidiary—even a taxebls subaidiary—eontrolled by the parent tux-
pxeinpt ~rganization,

V) Family memises ore determined wnder present-law section 49460d), except thue sweh mem-
hare alsn woyld inclinde siblings (wheller by whols or bulf bloed) of the individual, and apousss
of sl xiblinga. ~2E-porcenl owed entities” meen corporations in wiich disqualitied persoons
gwi Aok poasessing more (han 25 percent of The combined votiey: power, =6 well ps pariaee
ahips and fruets oF estaces in which disqialified persons ow mere than 35 pereent of the prefite
intert wr Leneficial interact, Ax nnder ant-lw sertion 4845a), the beroy "eombined veting

uveet” ingipdea vaoting power representad by Imh]lnﬂ of 7oking atouk, welual or eonstouetive, e
Euea not include veulig tights held only us a direclor or trustee, Ses Treas. Heyr gor A3 4D46—
AialEn

12 Thy; TRS hag issued u penemsl coucsel memorgnduan indicating that all phygleiana ars core.
siderod "ingiders" fur purpEwes of applying the private imoement eription. The Commcilles
intende that phossiciaus will be di uzﬂ:ﬁe-sIr permona only if thoy Sre In a pasition to wuecise sub-
sramtial inflisnce over e attairs of an organisation,
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zatiot’s gross or net income). Organization managers who partici-
pate in an excess benefit transaction knﬂwingatiet it is an im-
proper transaction are subject to a first-tier penalty tax of 10 per-
cent of the amount of the excess benefit {subject to a maximum
penalty of $10,000), 18

Additicnal, second-tier taxes may be imposed on a disqualified
persen if there is no correction of the excess benefit transaction
within a specified time period.* In such cases, the diagualified per-
soN 18 -EubJECt to a penjg tax equal to 200 percent o S? the amount
of excesa benefit. For thiz purpose, the term “correction” means
undoing the exceas benefit to the extent poassible and taki
additional measures necessary to place the organization in a finan-
cial position not worse than that in which it would be if the dis-
quglified peraon were dealing under the higheat fiduciary stand-
ards.

The intermediate sanctiony for “excess benefit transactions™ may
be imposed by the IRS in lieu of {or in addition to) revoeation of
an organization’s tax-exempt status.1® If more than one disqualified
person or manager ia liable for a penalty exelse tax, then all such
perzons are jointly and severally liable for such taz. Aa under cur-
rent law, a three-year statute of limitations applies, except in the
case of fraud (see. B501). Under the bill, the IRS haa authority to
abate the eacise tax penalty (under present-law section 4962) if it
iz established that the violation was due to reazonakle cause and
not dua to willful neglect and the transaction at issne was cor-
rected within the s ecﬁ'led period.

To prevent avoldance of the penalty excise taxes in cases of pni-
vate inurement of asseta of a previoualy tax-exenipt organization,
the bill provides that an organization will be treated as an applica-
ble tax-exempt organization subject to the excise {axes on excess
benefit transactions if, at any time during the 5year period preced-
ing the trensaction, it was a tax-exempt organization described in
section H01{c)3) or B01(c)4), or a successor to such an organiza-
tion.

Effective date.—The provision generally applies to excess benefit
tranzactions oceurring on or after September 14, 1995, The provi-
sion deea not apply, however, to any benefits arising out of a trans-
action pursuant to a written contract which was Eindin on Sep-
tember 13, 1995, and st all times thereafter before such henefits
aroze, and the terms of which have not materially changed.

In addition, the Committes intends that parties to transactions
entered into after SBeptember 13, 1985, and before January 1, 1997,
are entitled to rely on the rebuttable presumpiion of reasonable-
nesa if, within a reasonable period {e.g., 90 daya) after entering into
the compensation package, the parties satisfy the three ecriteria

1BIn getermining whi i an organizalivn mansger, the Commithe jolends thot prinviphes
cimilsr to those sst forth in regulabiona iraued under rectiona 4846 and ARGS with reapecr to
final authurity or I‘Bii:puniib]ll for an axpenditura ba &) 'ad.. (See I'reac. Rag. pece. 534548
LML, SR4AB6-1iT0E), S 48001 2NLN B, aud U34005- LibEHL,

24 Coyrection muet be mede on or prior oo the earlier of (1) the dave of mailing of & netice
nf Aefidency under aection G212 woth respect, fo the first=tiar penalty sxose tax impossd an the
dlsuqu.allh.e?pemn a7 (2] the date on which auch Lax is assessed.

i |my geperal, the intcrmediate annctions are the sole senction imposed io those enscs in which
the cxeess pencfit doie not rise to 4 lewel where it calls imto question whather, on che whale,
the izatisn Ffunctione as a charitable or other tax-exempt organization. In practice, revoca-
thon of Lux-mmnpl wlatue, with or sdthout the impoatkion of exrive tuxes, would weeur only wheo
the arganlzstion o longer sperater &~ a chardtabla prganization.
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that give rige to the presum&:tion. After December 31, 1996, the re-
buttable presumption should arige only if the three criterin are sat-
isfied prior to payment of the ¢ompensation {or, to the extent pro-
vided by the Secretary of the Treasury, within a reasonsable period
thereafter).

Additional filing and public distlosure rules

Beporting of information with respect to cerlein disqualified per-
sons, excise tax penafties and excess bensfit transactions.—Tax-ex-
empt organizations are required to disclose on their Form 990 such
information with respect to disc%!uatiﬁed persons ag the Seeretary of
the Treasury may prescribe. The Committee intends that this re-
guirement is not intended to limit the Secretary’s authority under
soction 6033(a)(1} to require information on annual returns filed by
exempt nrganizations for the purpose of carrying out the internal
revenue lows. Tn addilion, exempt organizations are required to
disclose an their Form 980 such information as the Secretary of the
Treazury may require with respect to “excess benefit transactions®
{deseribed above) and any other excise tax penalties paid during
the year under present-law aections 4911 {excess lobbying expendi-
tures), 4912 (disqualifying lobbying extpenditures}, or 4965 (political
expenditures}, itcluding the amount of the excise tax penaities paid
with respect to such transactions, the nature of the activity, and
the parties involved. 'S

Furnishing copies of documenis.—The bill also provides that a
tax-exempt organization that iz subject te the public inspection
rules of present-law section 6104{e}1) {(i.e., any tax-exempt organi-
zation, other than a private foundation, that files & Form 890) is
required to comply with requests made in writing or in person from
individunals who seek a copy of the orgsnization’s Form 930 or the
organization’s application for recognition of tax-emempt statue and
certain related gncuments. Upon such 2 request, the organization
ia required to supply copies without ¢ other than a reasonable
fee for reproduction and mailing coats. If 50 requested, copies must
be supplied of the Forms 990 for any of the orpanization’s three
most recent taxable years. If the request for copies is made in per-
son, then the organization must immediately provide such cepies.
If the request for copiea is made in writing, then copies must be
provided within 30 days. However, an arganization may be relieved
of its obligation to provide copies if, in sccordapce with regulations
to be promulgated by the Secretary of the Treasury, {1) the organi-
zation has made the requested documents widely available or (2)
the Secretary of the Treasury determined, upon application by the
organization, that the organization was subject fo a harassment
campaign such that a waiver of the obligation te provide copies
would be in the public interest.

Penalties for failure to file timely or complete refurn.—The section
6652ic) LtA) penalty imposed on a tax-exempt organization that ei-
ther fails fo file a4 Form 990 in a timely manner or fails Lo include

15 The pezaltien applicable to Rilure to fle o dmely, eomplets, ond aecurata return = for
failure o camply with thesc requimments, In addition, the Committas intenda that the ln-
plement ita plan to reguits additional Form 990 veporting regarding (1) chunges b tie govern-
ing boatd of the certified semunting firm, (2] ensh informatlon a5 Hue Treadury Secretary may
pequirs velating to professicnal raising foey pald by the orgenization, and {3) sggregate pay-
ments by related entities) in oxewe of $100,000 to the highest-paid emphoyees.
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all required information on a Form 990 is increased from the
present-law level of $10 for each day the failure continues {(with a
mazimum penalty with respect to any one return of the lesser of
45,000 or five percent of the organization’s gross receipts) to §20
for each day the failure continues (with a maximum penalty with
respect to any one return of the lesser of $10,000 or five percent
of the organization's gross receipls). Under the bill, organizations
with annual gross receipts exceeding $1 million are subject to a
penalty under section 6652{e) 1)A} of $100 for each day the failure
continues {with a mavimum penalty with respect to any one return
of 550,000). Az under present law, no penalty may be imposed
under section B8652(c 1A} if it were shown thut the lailure to file
a entnplele return was due to reasonable cause (sec. BER2(cH3)),

Penalties for faifure to allow public inapection or provide copies.—
The section 6652(c){1)C) penalty imposed on tax-exempt organiza-
tioms that fail to allow public ingpection or provide copies of certain
annual retuins or applications for exemplion is inereazed from the
present-law level of $10 per day (with a maximum of $5,000) to $20
per day (with a maximum of $10,000). In addition, the section 6635
penalty for willful failure to allow publie inspectinns or provide cop-
ies is inereased from the present-law level of $1,000 to $5,000.

Effective date.-~The public ingpeciion provisions governing taz-
exernpt organizationa generally apply to requests made no earlier
than 60 days after the date on which the Treasury Depariment
publishes the anti-harassment regulations required under the pro-
vislons, However, the Committee expects that organizations will
comply voluntarily with the public inspeclion provisions prior to
the issuanee of such regulations. The provisions regarding the re-
porting on annual relurnsg of exelse tax penaltiez and excess benefit
Loansactions are effective for returns with respect to taxahle yeary
heginning on or after the date of enactiment.

ITL. Viorrks o THE CoMMUTTER

In compliance with clause 2(IH2MB) of rule XI of the Bules of the
House of HReprescntatives, the following statemend is made concern-
ing the votes of the Committee in its conaideration of the bill, H.R.
2337

Motton to report the bifl
The bill, H.R. 2337, us amended, was ordered favorably reported
by volce vote on March 21, 1996, with a quorum present.
I¥V. Buncer EFFRCTS OF THE BILL

A Commiltee Estimaote of Budgetary Effecis

In compliance with clause Tia} of rule XIl[ of the Rules of the
House of Bepresentatives, the following staterment is made coneern-
ing the offeets on the budget of the bill, H R 2337, us reported.

The bill, 25 amended, is estimated to have the following effects
on budget receipts for fiscal yeurs 1996-2002;
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B. Stafement RHegarding New Budget Authority and Tax
Expenditures

In compliance with subdivision (B) of clause 2(1)(3) of rule XTI of
the Rules of the Housze of Representatives, the Committee states
that the bill, as amended, invelves no new or inereased budget au-
thority or tax expenditures.

C, Clost Extimuts Prepared by the Congressional Budget Office

In compliance with subdivision (C) of clause 2(10(3) of rule XI of
the Rules of the House of Hepresenlalives, reguiring a cost esti-
mate prepared by the Congreasional Budget Office (CBO), the fol
lowing statement by CBO iz provided.

11.58. CONGRESS,
CONGRESSIONAL BUDGET OFFie,
Washington, DC, March 27, 1926
Hon. BILL ARCHER,
Chairman, Committee on Ways and Mvans, U5 House of Hep-
resenfutives, Wushingion, DT,

DEAR ME. CHAIBMAYN; The Congressional Budget Office and the
Joint Committee on Texation (JCT) huve reviewed HER. 2337, the
“Taxpayer Bill of lights," as ordered reported by the House Cam-
mittes on Wayvs and Meats o March 21, 1994, The JCT estimates
that this bill would decressc governmental reccipts by $30 million
in fiscal year 1996 and by %21 million over fiscaly years 1996
through 2000. The revenue effects of H.E. 2347 are summarized in
the tabla helow. Please refer to the enclosed table for & more de-
tailed estimate of the bill.

HEVENUE EFFLCTS OF HR. 2317

18y liceml Wi, e Welllzng 2F dollais]
’ 1986 L1 1198 L1 i IIJ.(.‘ wmm 2
Frojecled movenwes wnder current .
T s s 1414500 1405 1R ISAGO0G TRITART IRAT LIRS 1PARARR IR9.335
Fropuseed hanges, s e s 1)) 0.01% 0.007 0.008 0008 0.0n& Lall

PFrofected reurnnes wnder HR. 2137 14174861 1475150 1540081 J61FA44F 16900160 1736361 1609.343

4. Nduddy kb myaned 4Hec1 of FL LA ¢ O(HH B2 and PL Jua [17 HA, 27T

In accordance with the requirements of Public Law 104-4, the
Unfunded Mandates Reform Act of 1995, JOT has determined that
the provisions of the bill contain one ynfunded intergovernmental
mandaie and three unfunded private sector mandates. These provi-
sions would impose direclh cosls oo dhe private seector of lesa than
$100 million in each year and on govermmental nnits of less than
$650 million in each year from 19963002 Pleasge refer to the an-
closed letter for a more detailed account of these provisions.

Section 252 of the Balanced Budget and Emergency Dicficit Con-
trol Act of 1985 sels up payv-as-you-go procedures for legislation af-
fecting receipta or direct spending throurh 1998, Because H.R.
2337 would affect receipts, pay-ag-you-go procedurea would apply to
the Lill, These effecls are surnmarized in the table below.

102



66

PAY-AS-YOU-C0 CONSEERATIONS
|y isral yean, in redliens. af dellars]

L9 1997 L

CAANRES 0 BERIER e oy oo e - i - 15 T
Changis i 038 s .

if you wish further details, ploase feel free to contact me or your
staff may wish to contact Stephanie Weiner.
Sincerely,

JunE E. O'NEILL, Direcior.

1.8, CONGHESS,
JomT COMMITTEE ON TAXATION,
Washingion, DC, March 27, 1996,

Mrs, JINE O'NERILL,
Dml-igr, Congressional Budyget Office, U.S. Congress, Washington,

Tirar MES. O'NEILL: We have reviewsd H.R. 2337, the “Taxpayer
Bill of Rights 2," 83 amended and pagsed by the House Committee
an Ways and Means on March 21, 1996, In accordance with the re-
quirements of Public Law 104, the Unfunded Mandules Reform
Act of 1995 {the “Unfunded Mandates Act™), we have determined
that the provisions of the hill contain ene unfunded intergovern-
mental mandate and three unfunded private seetor mandaley,

Sectinn 1201 of the bill requires that information returns inchude
the phonc number of the information conluct. This is in addition
to other information {such as name and address of the payor) that
ia already required to be included on infermation returns. The bill
does not require that any addilional information returns be filed,
This pruvision would impose direct costs on the private sector of
less tgan $£100 million in each year and en povernmental units of
lesa than $50 milllan in each yeur 19962002

Section 1211 of the hill extends the private inurement prohibi-
tion currently applicable to organization exempt from lux under
Cede section BO1(cK3) tn nrganizations exempt from tax under Cade
seclion 5010¢)4), Section 1312 of the hill requires tax-exempt orga-
nizatlons to disclose on Lheir annual information returns certuin in-
formation with respect to disqualified persons, excise tax penalitics,
and excess benefit transactions. This information would be in addi-
tion to the information currently required to be provided. These
provisions would impose dircct costs on the private sector of less
ihan $100 million in each year 1986 2002

TF you would like lo discuse this matter in further detail, please
feel free to contact me. Thank you for your cooperation in this mat-
ler.

sincerely,
KenneTd J. KIES, Chief of Staff
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V. OTHER Marrers To BE Discossen UNneR THE RINES OF THE
Housg

A Commitiee Oversight Findings and Recommendotions

With respect to subdivision (A) of clause Z(1¥3) of rule XI of the
Rules of the House of Representatives (relating to oversight find-
ings), the Committee adviges that it waes a rezult of the Commit-
tee's oversighl activities concerning protection of taxpayer rights
and needed revenue offsets (applying failure-to-pay penalty to sub-
gtitute returns and intermediate sanctions for certain tax-exempt
organizations} that the Committee concluded that it iz appropriate
ag.d timely to enact the provisions contained in the bill ag amend-
e

B. Summary of Findings ond Reeommendations of the Commitiee
on Government Beform and Oversight

With respect to subdivizion (D) of clause 2(13} of rule X[ of the
Rules of the Houre of Representatives, the Committee advises that
no overzight findings or recommendaticns have been submitted to
this Committee by the Committee on Gowernment Reformm and
Oversight with respect to the provisions contained in the hill.

C. Influtionary Impact Stafement

In compliance with clause 2(1)(4) of rule XI of the Rules of the
House of Representatives, the Comumittee statea that the provisions
of the bill are not expected to have an overall inflationary impact
o prices and costs in the national economy. Aa indicated in Part
IV.A of this report, the estimated net budget effect of the hill, as
amended, is projected to be a revenue reduction of only $2 million
over the fiscal year period, 19862002,

I Information Belating to Unfunded Mondotes

This information is provided in accordance with section 423 of
the Unfunded Mandates Reform Act of 1995 (Public Law 104—-4).

The Committes has determined that the provigions of the hill
contain one intergovernmental mandate and three unfunded pri-
vale zector mandaies.

Section 1201 of the hill requires that information returns inelude
the telephone number of the informaticn contact of the person re-
guired to make the information return. Currently, payors are only
required to provide their namesz and addreazes on information re-
turns. This information would ke in addition te the information
that is currently required to he provided, but the bill would not re-
quire that any additional information refurns be filad. The Com-
mittee holicves that inclugion of the telephone numhber of the
payor's information contact will make it easier for taxpayers to re-
golve questione about the aceuracy of the information provided to
the IRS on the information return, This provision would impose di-
rect costs om the private secter of less than $100 million in each
year and oo governmental units of less than $50 million in each
year 1H36-20032
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Rection 1311 of the bill extends the private inurernent prahibi-
tion currently applicable in organizations exempt from tax under
Code section 501(c)(3) to organizationz exempt from tax under Code
seclion 501{c)i41). Section 1312 of the bill requires tax-exempt orga-
nizatinnsg to disclose on their annual information returns certain in-
formation with respect to dizqualified persons, excise taxes on
amounts of private excess benefits, and excess benefit transactiona.
This information would be in addition to the infermation currently
required to be provided, but the hill would not require thal any ad-
ditional information veturns be filed. The Commitiee believes that
inclusion of this information will enhance the oversight and public
accountability of nonprofit organizations. These provisions would
impose direct costs on the private sector of less than $100 millien
in each year 19962002,

£, Applicobility of Howuse Bule XXIS(c)

Rule XXI5(¢) of the Rules of the House of Representatives pro-
vides that “No bill or jeint resolution, amendment, or conference re-
port carrying a Federal income tax rate increase shall be consid-
ered as passed or agreed to unless so determined by a vote of not
less than threefifthe of the Members voting.” The Committee has
carefully reviewed the provisions of the bill to determine whether
any of these provisions constitute a Federal income tax rate in-
crease within the meaning of the House rules. It is the opinion of
the Committee that there is no provision in the bill that constitutes
a Federal incotne tax rate increase within the meaning of House
rule XX16(c) or {d}.

VI CHANGES IN EXi8TING Law MADE BY THE BILL, AS REPORTED

In compliance with clause 3 of rule XIIT of the Rules of the House
of Representatives, changes in existing law made by the bill, as re-
ported, are shown ms follows (existing law proposed to be omitted
iz enclosed in black brackets, new matter is printed in italic, exist-
ing law in which no change is propesed is shown in roman):

INTEENAL REVENUE CODE OF 1934

* % * * x * *

Subiitle A—-Income Taxes

* # £ * x * *
CHAPTER 1—NOEMAL TAXES AND SURTAXES
* # L3 * LS L3 *
Subchapier F—Exempt Organizations
PART I—-GENERAI. RULE

* E * * * # +

105



B84

FEC, 1. EXEMPTION FROM TAX ON CORPORATIONS, CEHRTAIN
TRUSTE, BT,
[a} * * =x
] -] 3 + * + +
(&) LisT aF Exuemer OrGaNizaTioNsg.—The following organizations

are referred to in suhsection (ak
{1} *¥ ¥ %

* E * * * H L]

{4¥A} Civic leagues or organizations not organized for profit
but operated exclusively for the promotion of secial welfare, or
loeal assoeiations of employees, the membership of which ia
limited to the empleyees of a designated person or persons in
a particular mupicipality, and the net carnings of which are
devoted exclusively to charitable, edueational, or recreational

PUrposes.

I}l—i‘o Subparagraph (A) shall not apply to an entity unless no
part of the net earnings of such enfity inures to fhe benefif of
any private shareholder or individua!,

* * ¥ * * * +

Subtitle D—Miscellaneous Excise Taxes

» " * * & * ¥

CHAPTER 42—PRIVATE EXEMP'T FOUNDATIONS AND
CERTAIN OTHER TAX-EXEMFPT ORGANIZATIONS

* * ¥ * S x *

[SUpCHAPTER 1. Abalement of finsl and apeond tier taxes in certain
LT |

HrEcHArrER B Faifur: by certain charitebfe organizaiions fo meet
certoln gualification requirements.

Subcnarres B Afotement of first and second tier faxes in cerfain
CELTRT.

* * * * ¥ * #*

Subchapter C—Political Expenditures of Section
501{c)(3) Organizations

¥ * " * * = *
HEC. 4865, TAXES ON POLITICAL EXPENDITURES OF SECTION 3ie)3)
ORGANEZATIONS,
{g) £t *
* #* ® * 3 * =

(o) COORDINATION WITH |SECTION 4945] Seorong 4945 AND
4958 —If tax is imposed under this section with respect to any po-
litical expenditure, such expenditure shall not be treated as a tax-
able expenditure for purposes of section 4945 or an exeess benefit
for purposes of section 4958,

* ¥ # * * = *
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Subchapter D—Failare by Certain Charitoble Organizations
To Meet Certoin Qualification Requiremenis

Hec. 4058, Taxes on excess berefif transactions.

SEC. 4958, TAXES ON EXCESS BENEFIT TRANSACTIONS,
(@) INITIAL TAXES. —

1) ON THE DISQUALIFIED PERSON,—There is hereby imposed
on each exceas benefit transaction a fax equal to 25 percent of
the excess benefil. The tox imposed by this paragraph shall be
paid by any disqualified person referred to in subsection (P
with respect to such iransaction,

(2) ON THE MANAGEMENT.—In any case in which o tax is im-
posed by paragraph (1), there is hereby imposed on the pariici-
paiion -:2" wry orgenization menager in the exceas benefd irons-
action, knowing that it is sueh a lransaction, a tax eqnol o 10
percent of the excess benefit, unless such participation is not
witlful and is due fo reasonable canse. The tox imposed by thiz
paragraph shall be paid by any organization manager who par-
ticipated in the excess benefil transaction.

th) ALDITIONAL TAX ON THE DISQUALIFIED PERSON.—In any case
in which an inifiel fax ix imposed by subsection fa)(1) on an excess
benefit transaction and the excess geneﬁt invelved in such trans-
action iz not corrected within the taxable period, there is hergéry fan-
posed & lux equal to 200 percent of the excess benefit involved. The
tox imposed by this subsection shall be paid by any disquedified
person referred to in subsection (P(1) with respect io suﬁ;s; trans-
aetion,

{e) EXCkSS BENERT TRANSACTION: Excuss PBeENEFIT.—For pur-
poses of this section—

(1} BXCRSS BENEFIT TRANSACTION. —

{A) IN GENERAL.—The ferm “excess benefit iransaction”
means any fransaciion in which an eeonomic benafit is pro-
vided by an applicable tax-exempt organization directly or
indirectly to or for the use of any disqualified person if the
value of?f',he econnnic beneftt provided exceeds the value of
the consideration (Including t}{; performance of services) ro-
eeived for providing such benefit. For purpeses of the pre-
ceding sentence, an economic benefit shall mot be treated as
consideration for the performance of services unless such
grgagizatiun clearly indicoted is Inten? fn o #reat such

enefil.

(B} EXCESS BENE#iT.—The lerm “excess benefit” means
the excess referred to in subparagraph (A)

(2) AUTHORITY TO INCLUDE CERTAIN OTHER PRIVATE
INUREMENT.—To the extent provided in regulations preseribed
by the Secretary, the term “excess benefit transcction” includes
any trensaction in which the amount of any ecanomic benefit
provided to vr for the use of o disqualified person is determined
in whole or in part by the revenues of I or more activities of
the orgenization but ondy i such fransaction resuits in
inurement not permitted under paragraph (3) or (4) of section
501fc), as the case oy be. In the ease of any such fransaction,
the wacess benefit shoeil bhe the amennt of the inurement wot so
perreitbid.
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fd) SrEciAl RULES.—For purposes of this section - -

(1) JOINT AND SEVERAL LIAMLITY.—If more than 1 person s
liahle for any tax imposed by subsection (a) or aubsection (b)),
all zuch persons shall be jointly and severolly liable for such
baa

i2) Lisitt FOR MANAGEMENT.—With respect to ary 1 excess
benefit transaction, the maximum amount of the fox imposed by
subsection (uX2) shall not exceed $10,000.

{e) APPLICARLE TAX-KXEMPT ORGANIZATION. —For purposes of this
subchapter, the term “applicable fox-excmpl organization” means—

{1} any organization which (without regard fv ony excess ben-
efit} would be described in paragreph (3) or (4) of section 501
and vrempt from fax under section 507(a), and

8} any organization which was described in paregraph (1) at
any time during the G-year period ending on the dale of the
tremsaction.

Such term shall not include o privale foundation (as defined in sec-
tion H03(a)).
(fy OTHER DEFINITIONS. —For purposes of thiz section—

(1) INSQUALIFIED PERSON.—The term “disqualified person”
means, with regpeci to any fransoection—

(A) any person who was, af any time during the S-yeor
perind ending on the dole of such fransaction, in o postiion
to excreise substantiol influence over.the uffeirs of the orga-
nizaticn,

(B} a member of the fumily of an individual deseribed in
subparagraph (A), and

() g 35-percend controlied entity.

(2] CRCANIZATION MANAGER.—The term “organizetion man-
ager” means, with respect fv gy applicable tax-exempt organt-
zation, any officer, director, or frustee of such vrgunization {or
any individual having powers or responsibilities similar to
those of officers, directors, or trustees of the organizalion).

(3} 35-PERCENT CONTROLLED FNTETY. -

(A} IN CENERAL —The term “J5-percent controlled entity”
PRI

(i} & corporation in which persons described in sub-
paragraph (A) or (R} of paragraph {1) vwn more that
A5 percent of the total combined voting puteer,

ftf) w parinership in which such persons own more
than 35 percent of the profits interest, and

(EEE) @ trusl or estate in which such persons awi more
than 35 percent of e bensficial inferesi.

(B} CONSTRUCTIVE OWNERBHIP® RULES.—Rules similer fo
the rules of paragraphs (3} ond (4} of section 49460} shell
apply for purposes of this paragraph.

(di FaMILY MEMBERS.—The members of an individuals fam-
ily shall he defermined under section 4946(di; except that such
members alse shall inctude the brothers und sisters {whether by
the whole or helf blood) of the individund and their spruses,

{5) TAXARLE PERIOD —The term “taxable period” meons, with
respect (o ey excess benefit fransaction, the period beginning
urith the dule on which the frunsaection occurs and enging e
the eariiest of—
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fA) the date of mailing a notice of deficiency under gec-
tion 6212 with respect fo the tax imposed by subsection
(e){1), or

(B) the date on which the toax tmpused by subsection
fai 1) is ossessed,

{6} CorRReTION.—The terms “correction” and “correct” mean,
with respect to oy excess benefit transaction, undoing the ex-
cess benefil to the extent possible, and taking any sdditional
measures néceasary te place the orgunization in g financial po-
sition nof worse than that in which it would be if the disgquali-
fied person were dealing under the highest fidnciary standards.

Subchapter [D] E—Abatement of First and
Second Tier Taxes in Certain Cases

L] * L] ¥ * #* +

SEC. 403, DEFINITIONS.

{a) FIRST TIER Tax.--For purposes of this subchapter, the term
“firat tier tax” means any tax imposed by subsection (a) of section
4941, 4942, 4943 4944, 4945, 4951, 4852, 4955, 4558, 4971, or
497h,

(b} SEcoND TIER Tax.—For purpases of this subchapter, the term
“cevond tier tax”™ means any tax imposed by subsection (b} of sec-
1190%4941, 4942, 4943, 4944 4945, 4951, 4952, 4955, 4958, 4971, or

{c} TaxaBLE EVENT.—For purposes of thiz subchapter, the term
“tayahle event® means any act (or failure to act) giving rise to li-
ability for tax under section 4941, 4042, 4943, 4944, 4945, 4851,
4952 49455, 4958, 4971, or 4975,

Subtitle F—Procedure and Administration

F * L 3 ¥ * 3 *
CHAPTER 61—INFORMATION AND RETURNS
* * L3 * * * ¥

Subchapier A—Returns and Records

% + E] L] E] X *

PART II--TAX RETURNS OR STATEMENTS

* * * H ¥ * *

Subpart B—Income Tax Heturns

=+ * * * ¥ F L d
S, 6U1%. JOINT RETURNS OF INCOME TAX BY HUSBAND AND WIFE.
fa} ¥ % #
(b} JOINT RETURN AFTLER FILING SEPARATE RETURN.—
{1’} ¥ = %
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{2} LIMITATIONS FOR MAKING OF ELECTION —The election pro-
vided for in paragraph (1) may not be made—

L(A) unless there is paid in full at or before the time of
the filing of the joint return the amount shown as tax
upon such joint return; or|

LB1] (A) after the expiration of 3 years from the last
date prescribed by law (];r filing the return for such tax-
able vear (determined without regard to any extension of
tirne granted to either spousel; or

FiC1] ¢B) after there has beon mailed w efther spouse,
with respect to such taxable year, a notice of deficicncy
under section 6212, if the spouse, as to such notice, files
a petition with the Tax Caurt within the time prescribed
in section 6213; or

[(M) (€5 after either spouse has commenced a =uit in
atiy court for the recovery of any part of the tax for auch
taxable year; or

[(E1]l fI} after cither spouse has entered into a closing
agreement under section 7121 with respect to such taxable
vear, or after any eivil or eriminal case arising against ei-
ther apouze with respect to such taxable year has been
eompromised under section 7128, :

X * = * L * =

PART I—-INFOEREMATION RETURNS

¥ L] ¥ + & * *

Subpart A—Information Concerning Persons Subject to

Special Provisions
* ¥ = * * ¥ w
SEC. 801%. RETURNY BY EXEMDPT OBGANIZATIONS.

|:a:| B K ¥
(b CERTAIN ORGANTZATIONS TIHSCRIBED IN SECTION SOG1{ck3)—
Every organization described in section 501{e¥3} which is subject
to the reguirements of subsection (2) shell farnish annually infor-
mation, at such time and in such manner as the Secretary may by
forms ?r}rlig‘lilitiuns preeeribe, setting forth—
)
+ 3 * * * * *

{9} such other infoymation with rospect to direct or indirect
transfers to, and other divect or indircct transactions and rela-
tionshipe with, other organizations described in section 501(c}
{other than paragraph {3} thereof) or saction 527 as the Sec-
relary may reguire to prevent—

{A) diversion of funds from the organization’s cxempt
purpose, or
{BY misallocation of revenues ar expenses, [andl

(1) the respective amounrfs (if any) of the taves paid by L
srganization during the taxable year under the following provi-
sionE:

{A) section 4911 (relating o fax an excess expendifures io
influence legisiation],
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{B) section 4912 (reloting to tax on disqualifying lobbying
expenditures of certain orgenizations), end

{C} section 4955 (relating to iaxes on political expendi-
tures of section 501(e)3) organizations),

(11} the respective amounis fif any) of the faxes poid by the
organization, or any disqualified person with respect fo such or-
ganization, during the taxabie year under section 4958 /reloting
to faxes on private excess benefit from certain charifuble organt-
zations),

(12) such information as the Secretary may require with re-
spect {0 any excess benegfit transection (us defined in section
4858},

f13) such information with respect to disgualified persons as
the Secretory may prescribe, and

[£107] (74) such other information for purposes of carrying
out the internal revenue laws as the Secretary may require.

* * L * % L *

{f) CERTAIN ORGANIZATIONS DESCR{BED IN SECTION 501(c)i4).—
Every organization described in section 50X(ci(4} which is subject to
the requiremente of subsection (o) sholl include on the relurn re-
quired under subsection (@) the information referred to in para-
graphs (11), (12) and (13) of subsectien (b} with respect to such or-
gahization.

[/ {g} Cross REFERENCE.—

For provisions relating to stutements, ete., regarding exempt status of
organizations, sec section B0,

¥ * L * # * *

Subpart B—Information Concerning Transactions With
(ther Peraons

¥ * ¥ * + L] *

HEC. 6041, INFORMATION AT SOURCE,

[:a:' * *k %

* o * * * E3 L d

{d} STATEMENTS T¢ BE FURNISHED TO PERSONS WITH RESPECT
To WHOM INFORMATION IS REQUIRED —Every person reguired to
make a return under subsection (a) shall furnish to each person
with respect to whom such a return is requirad a written statement
showing—

(1) the [name and address} name, address, and phone number
of the in&'ﬂrmaﬁun contact of the person required to make such re-
turn, A

b F3 ¥ * Ed ES £

HEC. 6041A. RETURNS REGARDING PAYMENTH (F EEMUNEBATION
FOR BERVICEE AND DIRECT SALES.

(a)*t*
* * * * £ )

e} STATEMENTS To BE FurNISHED TO PERSONS WiTh EESPECT TO
WHOM INFORMATION IS REQUIRED TO BE FURNMIsHEN.—Every per-
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son required to make a return under subsection (a) or {h) shall fur-
nish to each person whose pame is required to be set forth in such
return a written statement showing—

(1) the Iname and addressframe, address, and phone nim-
ber of the mﬁ)rmtztmn coniact of the person required to make
such return, and *

SEC. 543, RETURNS REGARDING PAYMENTS OF DIVIDENIS ANT COR-
. PORATE EAENINGS AND PROFITS.
(a:‘] L I .

¥ * ¥ ¥ ® * 3

(¢} STATEMENTS T0 BE FURNISHED TO FERSONS WITH RESPECT TO
WhOM INFORMATION 18 REQUIRED.—Every person required to male
4 return under subsection (a) shall furnish b0 each perzon whose
name is required tn be et forth in such return a written statement
showing—

(1} the [name and addreas) name, address, and phone number
of the ingormtian condact of the person required to make such re-
turn, a

* * * * ¥ * ¥
SEC. 84 RETURNS BEGARDING PAYMENTS OF FATHONAGE IDMVI-
DENDS,
fay * * *
£ * * * * % *

{e) STATEMENTS ToO BE FURNISHED TO PERSONS WITH KESPECT TO
Wbom INFORMATION 15 REQUIRED.—Every cooperative required to
maks a return under subsection (a) shgﬁy | Farnish to each person
- whose name ig reguired to he set forth in such return a written
statement showing—

i1) the Iname and address] name, address, and phone rumber
of the information cortact of the moperatlw required to make such
return, and

#* * #* L] * * #*

SEC. 8046. RETURNS OF BROKERS.
{ﬂ} L
(b) BTATEMENTS To BE FURNISHED TG CISTOMERS.—Every per-
gon required to make a3 return under subszection (a) zhall furnish
to each cuslomer whose name is required to be set forth in such
return a written atatement showing—
{1} the [name and addresal] name, address, and phﬂne reesL-
ber of the information confect of the person requu‘ed to make
such return, and

* * + * * * +

SEC, 6049, RETURNS REGARTHNG PAYMENTS OF INTEREST.
{a} * * ¥

+ * * * * * ]

(¢} STATEMENTS To BE FURNISHED TO PERSONS WITH RESPECT TO
WHOM INFORMATION 15 REQUIRED, —

{1) IN GENERAL—DEvery person regquired Lo make a return

under subsection 2} shall furnish (e each perzon whose pname
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is required to be set forth in such relurn a written statement
shnwini— _
{A) the Iname and address] name, address, and phone

number of the information contoct of the person reguired
te make such return, and

* ¥ * *® « * *
SEC. 8050B. RETURNS RELATING TO UNEMPLOYMENT COMPENSA-
TION.
fa) * % *

{b) Statements To Be Furniched to Individuals With Heaspect to
Whom Information is Required. —Every person required to make a
return under subsection {a) shall furnish to each individual whose
name is required to be set forth in such return e written statement

ng—

{1} the [name and address| name, address, and phone nem-
ber of the informotion contact of the person reguired to make
guch return, and

x * * £ L] ] *

SEC. §050H. RETURNS HELATING T MORTGAGE INTEREST RECEIVED
IN TRADE OR BUSINESS FROM INDEVIDUALS.

{ﬂ}***
* * L3 *® ¥ * *

() SrareMENTS TO BE FUBNISHED T¢ [NDIVIDUDALS WITH HE-
SPEQT TO WIIOM INFORMATION 15 REQUIRED —Every person re-
yuired to make a return under subsection (a} ghall furnish to each
individual whose name iz required to be set forth in such return
a written statement showing—

f1) the [name and addreas| name, address, and phome nam-
Ler of the informalion contact of the person required to make
guch return, and

* ¥ # * . [ *

SEC. 6050I. RETURNS RELATING TO CASH RECEIVED IN TRADE {R
BUSINESS, ETC.

{a} * & %

+ ¥ * * ¥ * *

{e) STaTEMENTS To BE FURNISIIED TC PERSONS WITH RESPECT TO
WHOM [NFORMATION T8 REQINRED.—Every person required to make
a return under subsection {a) shall fl.ll'IliEEl to each person whose
name is required to be set forth in such return a written statement
showing—

{1) the [name and address] name, address, and phone num-
ber of the information contact of the person required to make
such return, and

* % * * ] » ¥

SEC. 8650J. RETURNS HELATING TO FORECLOSURES AND ABANDON-
MENTS OF SECURITY,
{a) * * %
* + * #: * ¥ +
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ie] Blalements Te Be Fumished to Person: With Respect to
Whom Information is Required To Be Furnished.—Every person re-
gquired to make a veturn under subseclion {a) gshall furnish to each
peTson whose name is required to be set forth in such return a
written statement showing the Iname and addreas) neame, address,
and phone number of the informaiian contact of the person requited
to make such return. The written statement required under the
preceding sentence zhzll be furnished Lo the persen on or befure
January 31 of the year following the calendar vear for which the
reiurn under subseciion (a) wag made,
SEC. 6050K. RETURNS HELATING TU EXCHANGES OF CERTAIN 1*ART-
NERSHIF TINTERESTS.
{3} * F ¥
(b} STATEMENTS 10 BE FURNISHED TO TRANSFEROR AND TRANS-
FEREE.—Every partnership required to make a relurn under aub-
gection {a} shall furnish tn each person whose name is required to
be set forth in such return a written statement showing—
{1} the [name and address] name, address, and phone niem-
ber of the informotion confoct of the partnership required to
make such return, and

S0, gOGON, RETURNS REGARIMNG PAYMENTS OF ROYALTIES.

{a} * * *

{b} BTATEMENTS To BE FURNISHED TC PER=0ONS WITH RESCECT
TO WIIOM INFORMATION I8 FURNISHED —Every person replived tbo
make a return under subsection (a) shall furnish to each person
whose name is required to be set forth in such return & written
ztatement showing—

(1) the Iname and addreasl rame, address, and plhone num-
fer af Lhe information eorfuct of the person required ty mzake
such return, and

#* L] L] k] L] * H

Subchapter B—Miscellaneons Provisions

* * * * + £ *
SEC. 8105. CONFIDENTIALITY AND DISCLOSURE OF RETURNWS AND RE-
TUHRN INFORMATIONN.
{ay * * #
& % & % * " £

(c) DnscLosurE 0F RETURNS AND RETURN INTORMATION To DES-
IGNEE OF TaXpaykr.—The Secretary may, subject to such require-
ments and conditiona as he may prescribe by regulations, discloze
the return of any laxpayer, of veturn information with respect fo
such taxpayer, to such person or peraons as the taxpayer may dea-
ighate in a {written request for or consent to such disclosure] re
guest for or congent to such disclosure, or to any other person at
the taxpayer's request to the extent necessary to comply with a re-
guesl for infurmalion or assistance made by the taxpaver to such
nther person. However, return information ghall nol be disclosed Lo

114



TR

such person or persons if the Secretary determines that such dis-
clesure would seriously impair Federal tax administration.

* ¥ F L ] ¥ = L

{e) DISCLOBURE TO PERSONS I1AVING MATERLA). [NTEREST.
[: 1} F F x

* &= * £ 3 ® ¥

(&) THSOLOSURE OF COLLECTION ACTIVITIES WITH RESPRCT 1o
SOINT RETURN —If any deficiency of tax with respect fo a joint
return is assessed undy the individuels fifing sweh return are no
fonger married or no longer reside in the same houschold, upon
request in writing by eﬁer of such individueals, the Secrefory
shall dizelose in writing to the individual moking the request
whether the Secretary hus cllempted to collect such deficiency
from such other individual, the generel nature of such collec-
tign activities, and the amount collected. The preceding senlence
shall not upply to any defiviency which may not he eollected by
reason of seciton GH0E2,

() DSCLOSUAR OF CERTAIN INFORMATION WHERE MORE THAN
{ PERSON SUBJECT TO PENALTY [INDER SECTION 6672—-If the
Secretary idelermines that a person ix Liable for a penalty under
section 6672n) with respect fo any foilure, upon request in wrii-
ing of such person, the Secrefary sholl disclose in writing lo
such person—

fA) the name of any other person wham the Secrefary has
determined la be Nable jor such penolty with respect fo
such failure, and

(B) whether the Secretary hos afiempted fo collect such
penalty from such other person, the general rature of such
rolfection activities, and the amount collected

F * # * * * *

(1) Disclosure to Federal Officers or Emplovees for Administra-
tion of{Fedaral Laws Not Relating to Tax Administration.—
l} L A

3 * * * * * *

[(8) THECLOSURE {F RETURNA FILED TINDER SECTION §050L—
The Secretary may, upon written request, disclose returns fled
under section 6050L to officers and employees of any Federal
agency whose official duties require aucl?l £clusure For the ad-
riniatration of Federal eriminal statutes not related fo tax ad-
ministration.]

* * + E 3 * * ¥

{l) INECLGSURE OF RETURNS AND RETURN INFORMATION FOR PUR-
PSES OTHER THAN Tax ANMINISTRATION.—
{1) * = *

¥ 3= E ¥ * * ¥

f15} IISCLOBIRE OF RETURNS FILED UNDKR SECOTION 8650I—
The Secretury may, kpon written request, disclose ta officers

and emplovees of —
fA) any Federal agency,
(B} any agency of @ State ar local government, or
{C} any agency of the government of o foreign contry,
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information condained on refurns filed under section GOS0 Any
such diselosure sholl be mode on the same bosis, and subfect
to the same conditions, as apply to dizsclozures of informalion
on reports filed under section 5313 of title 31, United States
Code; except that no disclosure under (his pamgrr:;pi’u shall be

made for purposes of the adminiatration of any tax lau. _
E ® = * * * *
{p} PROCEDURE AND RECORDKFEFING.—
{ 1:| *+ ¥ =
* * * F + * +

{3) RECORDS OF INSPECTUION AND NISOLORTRE —

tA) Systern of recordkeeping.—Except as otherwisc pro-
vided by this paragraph, the Secretary shall maintain a
permanenl system of standardized records or acvountings
of all requests for inspection or disclesure of returns and
return information {including the reasons for and dates of
auch requests! and of returng and relurn information in-
spected or disclosed under this aeetion. Motwithstanding
the provisions of section 552aic) of title 5, United Stales
Code, the Seeretary shall not be required t¢ maintain a
record or accounting of requests for inspection or disclo-
gure of returna and return information, or of returns and
return information inspected or diselosed, under the au-
thority of subsectivns (c), {e), {h¥1}, (3WA), or (43, {il(4},
[7HANLD, or (8)] or (7HANLL, (KN1), {2}, or (B), (DL},
(4B, (B), {7), (8), (8}, (10], or (11}, (121, (13), [ar (14}]
(84), wr (15}, (m} or (n). The records or aceounlings re-
yuired to be maintained under this paragraph shall be
availahle for examination by the Joint Committee on Tax-
ation or the Chief of Staff of zuch joint committee. Such
record or accounting shall alsq be available for examina-
tion by such person ot persons as may be, but only to the
extent, aulhorized to make such examination under section
&852alc)d} af title 5, United States Code,

+ S B ® * * *

(1) BaresuaRDs—Any Federal agency describod o sub-
soction (hi(2y, (M), (1), (20, (3%, I(5Y, or (331 or (50, (jH1)} ov
(23, {1{1], (2}, (8}, (5), (10), (11}, (13}, or (14) or (0} 1}, Lhe Gen-
eral Acenuniing Office, or any agency, body, or commizsion de-
seribed in subseetion (d), IIX3XBHI or (B GN3NEHL, or (1308),
{7, {8, {9}, lor {1211 r12), or (15} shall, as a4 condition for re-
ceivitg returns or return information

(A) F * *
= * * 5 E + =

{F} upon completion of use of such returns o relurn in-
formation—

(i) in the case of an agency, body, or commisaion de-
geribed in subsection (), (LAWBNLI, or (1K6), (7), {8),
or {9) return to the Secrelary sueh returns or return
information (along wilth any copies made therefrem} or
make such reltirng or return information undisclosable
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in any manner and furnizsh a written repert to the Sec-
retary describing such manner,

{iiT in the case of an agency described in subsections
{(hK2), (hXB}, {ix1), (21, (3}, LA}, or (B)) or (5), (jK1) or
{2), K1), (23, (3), {B), (10}, or (11}, {12}, (13}, Tor (14}3
f1d), or (15), or {o}1}, or the General Accounting Of-
fice, either—

{0 * + *

+ L ¥ * L] * L]

BEC. 6104, PUBLICITY OF INFORMATION REQUIRED FROM CERTATN
EXEMPT ORGANIZATIONS AND CERTAIN TRUSTS,

{a} # * %
* * * w ¥ * ¥

{e) PUBLIC INSPECTION OF CERTAIN ANNUAL BRTIURNS AND APFLI-
CATIONS FOR EXEMPIMON.—
{1} ANNTIAL RETURNS.

E{A) IN GENERAL.—Dmring the S.year period beginning
on the filing date, a copy of the annual return filed under
section 6033 {relating to returns by exempt organizations)
by any organization to which this paragraph applies shall
be made available by such organization for inspection dur-
ing regular business hours by any individual at the prin-
cipal office of the organization and, if such organization
regularly maintains L or more regional or district offices
having 3 or more employees, at each such regienal or dis-
trict office.]

{A) IN GENERAL --During the 3-vear period beginning on
the frling dole—

fi) a eopy of the arnual return filed under seclior
6033 (relating to returns by exempt organizotions) by
why organization to which this poeragraph applies shall
be moade avoiloble by such organization for inspection
during regular husiness hours by any indiu:’duaﬁz the
principal offive of such organizatioh and, if skch orga-
nization regulorly maintains 1 or rore regionod or dis-
trict offices hoving 3 or more emplovees, ot emch such
regional or district office, and
{ii) upon request of an individuo! mode at spch prin-

cipal c!:rﬁ"ice or such o regional or disirict affice, a copy
of such annual refurn shalf be provided to sueh indi-
vidua! without charge ofher than e reasonoable fee for
any reproduction and mailing costs.

The request described in elanse (i) must ke made in person

or in writing. If the request under clause ({) i3 maode in

person, such copy shall be provided immediately and, if

made in writing, shall be provided within 30 days.

¥ # * ¥ * * %

{2) APPLICATION FOR EXEMPTION —

(A) IN GENERAL—If—

{i) an organization described in subseetion {¢) or {d)
of seetion 601 is exempt from taxation under seclion
H01{a), and
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{ii} such organization filed an application for reec-
ognition of exemption under scction 501, a copy of
such application {together with 1 copy of any puapers
asubmitted in support of such application and any let-
ter or other document issued by the Internal Revenue
Service with respect to such application} shall be made
available by the organization for inspection during
regular business hours by any individual at the prin-
cipal office of the organization and, if the organization
regularly maintains I or more regional or district of-
fices having 3 or more employees, at each such re-
pgional or districl office fand, wpon reguest of ar Drdi-
vidual made ot such principel office or such o regional
or disfried office, @ copy of the material requested fo be
available for inspection wunder this subparagraph shall
be provided fin acrordance with the last semfenrce of
paragraph (LAY to such individual withoui charge
other than reosonable fee for any reproduction and
mailing conts).

* * + = * + =

£3) Limiratron.—Paragraph (1AL fand the corresponding
provision of paragraph (21 shall not apply to any request if, in
aecorderee with regulotions promoulgoted by the Seeretary, the
organization hax mode the reqguested doctoments widefy avail-
efile, ur, the Seerelory defermines, wpon cpplication by i orga-

nization, thot such request is part of a harossment campaign
and that complianee with such request iz not in the public in-

ferest.
CHAPTER 62—TIME % PLACE FOR PAYING

Subchapter A—Place and Due Date for Payment

of Tax
£ & * * ] ¥ *
SEC. $169. AGREEMENTS FOR PAYMENT OF TAX LIABILITY IN IN-
STATILMENTS.
{aj * *+ *
{b) EXTENT TO WHICH AGREEMENTS KEMAIN IN KEFFECT.—-—
fI; ** #
L d * & & * * ¥

103 BUBRKGQUENT CHANGE 1IN FINANGIAL DONDITINSG. —

[(A) IN GENERAL —IF the Secretary makes a deternina-
tion that the financial conditien of a taxpayer with whom
the Secretary has entered intp an ggreement under sub-
section (a) has significantly changed, the Secratary may
alter, modify, or terminate such agreement.
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LIB) NoTICE—Action may be taken by the Seeretary
under subparagraph (A) ooly if—

I{i} notice of such determination is provided to the
taxﬁa}rer o later than 30 days prior to the date of
such action, and
[{i} such motice includes the reasons why the Sec-

retary believes a significant change in the finaneial
condition of Lhe taxpayer has occurred.]

(3} SUBSEQUENT CHANCE IN FINANCIAL CONDITIONS.—IF the
Secretary makes u determination that the financial condition of
a foxpoyer with whom the Secrelary hos entered into an agree-
ment under subsection fa) hue significantly charged, the Ser
retary may alter, modify, or lerminaie such agreement.

£ = * * k3 4+ *

{8} NOTICE REQUIREMENTS.—The Secratary miay not take any
action under paragrapl (2), /8), or ¢4) unfoss—

(A} a notice of such aclion is provided fo the Mxpoayer not
later than the duy 3 davs before the date of such oetion,
ard

fB} such notice includes an explanation why the Sec-
retary infends to take such action.

The preceding sentence shall not apply in any case in which the
Secrelory believes that collection of any lax fo which an ogree
send wnder fhis section refates is in jeopardy.
fe} ADMINISTRATIVE REVIEW..—The Secretary shell establish proee-
durcs for an independent adminisiralive revietr of terminations of
installment agreements under this section for tuxpoyers who request
gt @ revien.

+ * » " *® # E
CHAPTER 61—ASSESSMENT
® o« * # # * ¥

Subchapter A—In General

* * ¥ * L3 Ed *

EEC. 6201, ARSESSMENT AUTITORITY,
() * * =

* i # L3 * & =

fd) RAQUIRED REASONARLE VERIFICATION OF INFORMATION BE-
TURNS.—In amy court proceeding, if u tuxpaver asserts o reasonobie
digpute with respect to any item of incoms reporteid on an informa-
fon rafurn filed with the Secretary under subpart B or O of part
{If of subchapler A of chapter 61 by a third party and the taxpayer
has fully cooperated with the Secretary fincluding providing, within
o reasonable period of time, access {0 and inspeciion of alt wii-
nesses, nformation, end docements within the control of the tax-
payer as reasonadly requasted by the Secretary), the Secretary shall
have the burden ?fy producing reazonable and probative information

eoncerning such deficiency in addition to sueh information refurn.
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[{d)] fes DEFICIENCY PROCEEDINGS.—Far special rules applicahle
to deficiencies of income, estate, gift, and eertain excise taxes, see
subchapier B.

* W * & * * *

Subchapter B—Deliciency Procedures in the Case
of Income, Estate, Gift, and Certain Excise Taxes

* * = ¥ ¥ * *
SEC. 6313, RESTRICTIONE APPLICABLE T(O DEFICIENCIES; PETITION
TO TAX COURT.
{'a} ¥ ¥ &
* EY * = * * x

(e] BUSPENSION OF FILING PERIOD roR CeRTaiN Excise Taxes.—
The running of the time preseriled by subsection () for filing a pe-
tition in the 'ax Court with res to the taxes impnsed by sectinn
4941 (relating to toxes on scli-dealing), 4942 (relsting to taxes on
failure to distribute income), 4943 (relating to taxes an excess busi-
neas holdings), 4944 (relating to investments which jenpardize
charitable purpose], 4945 (relating to taxes on tazahle expendi-
tures), 4951 (relating to taxes on self-dealing), or 4952 {relating to
taxes on taxable expenditures), 4955 {relating to taxes on pelitical
expenditures), 4958 (reloting to private excess benefify, 4971 (relat-
Ing ta excise taxes on failure to meet minimum fending standard},
A975 (relating to excise taxes on prohibited transactions) sha!l be
suspended for any period during which the Secretary has extended
the time allowed lor making correction under section 496302,

* b * + * * ¥

CHAPTER 64—COLLECTION

* * L * ¥ * *

Subchapter C—Lien for Taxes

% * x * H % *
SEC. 6325. VALITATY ANT} PRINRBITY ACATNST CERTATN PERSONE.
fa) * *» +
* ¥ b = * £ £

(i) WITHDRAWAL OF NovicE 1N CERTAIN CIRCTMSTANCES. —

(1) Iv ceweras. The Secretary may withdraw a notfice of a
fier fiied wnder this seciion and this chopter shall be applied
as if tite withdrawn notice hod not been filed, i the Secrefery
determines thaf—

fA} the filing of such nolies was premobure or othervise
aot in accordance uith adminisirative provedures of the
Secrefary,

(B} the taxpaver hos entered into an agresment under
sectian G109 to sutisfy the lox Holility for which e lien
woes impused by means of insfallment peyiments, anless
sueeh agreement providea otherivise,
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(C) the withdrawal of such notice will fucifitate the col-
tection of the tax lDability, or
(D) with the conseni of the taxpayer or the Taxpayer Ad-
socale, the withdraowel of sueh notice would be in the best
interests of the texpaver (as determined by the Toxpayer
Advocate) and the United Stafes.
Any such withdrawal shall be made by filing notice at the same
T‘%:'e as the withdrawn notice. A copy of such notice of with-
rawal shall be provided to the fexpoyer.

(2j NOTICE TO CREDIT AGRENCIES, ETC.—Upon wrilten reguest
by the loxpuyer with respect lo whom o notice of o lien s
withdraiwn under paragruph (1}, the Secretury shall prompily
make reasonabie efforts lo notify credit reporting agencies, and
any financial institution or creditor whose name and oddress is
specified in such request, of the withdrawal of such notice. Any
am.-?; recuest shoil in suck form as the Secrelary may pre-
HETIOE.,

* # ¥ * ¥ Y *

Subchapter D--Seizure of Property for Collection
of Taxes

* * * * * * L

SE{ 6334, PROPERTY EXEMPT FROM LEVY,
{a} ENUMERATION. —There ghall be exempt from levy—

(1) WEARING APPAREL AND SCHOOL num:s.-guch itema of
wearing apparel and such school books as arc necessary for the
taxpayer or for members of his Tamily;

(i) FIIEL, PROVISIONSG, FIJRNITURE, AND PERSONAL EFFECTS.—
[If the taxpayer iz the head of a family, 0] So much of the
fuel, provisions, furniture, and personal effects in [his house-
holdl the fmxpoyers household, and of the arms for personal
uae, livestock, amd pouliry of the taxpayer, as does not exceed
[$1,650 (51,550 in the case of levies issmed during 198911
#2 800 in value;

(5] DDOKS AND TOOLH OF A TRADE, BUSINESS, GR PROFES-
SION.—So many of the books and tools neceasary for the trade,
business, or profession of the taxpayer as do not excced in the
ageregate 151,100 (31,050 in the case of levies issued during
1089 31,850, in value;

* w * * ¥ 4 *

() I I ATION ADJUSTMENT - -

F 1} FN GENERAL.—In the case of any calendar year beginning
after 1997, each dollar nmount referred to in porographs (2)
ard (3) of subsection (a) shall be increased by an amount equal
Fr—

fA) such dollar amount, multiplied by

‘R} the cost-of-living adjustmeni determined under sec-
tion HH03) for such eolendar year, by substituting ‘cafendar
year 19907 for “ealendar year IB82" in spbperegraph (B)
thereof,
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{2) RouNDING.—If any deollar amount after being increased
under pamf'raph { is not a multiple of §10, such dollar
amount shall be ronnded o the nearest multiple of $10.

* ¥ ® #* * * ¥
SEC, 83435 AUTHORITY TO RELEASE LEVY AND RETURN PROPERTY.
(a} + = *
+ ¥ ® #* # * ¥

d) RETURN 0% PROPERTY IN CERTAIN UASES.—If—
‘1) ary property hes been levied upon, and
2) the Secretory determines that—

(AJ the levy on such property was premature or othertvise
rot in aecordance with administrofive procedures of the
Secrefory,

(B) the foxpayer has entered info an ugrecment under
section G159 tu sofisfy Fhe tax Liabiflity for which the levy
was tmposed by means of instollment poyments, unfess
steh agreement provides otherwise,

i f‘ae return of such property will facilitate the collec-
tion of the lox lHability, or

(D) with the consent of the taxpayer or the Ta er Ad-
vocate, the return of sueh peoperty would be in the best in-
teresis of the taxpayer {as determined by the Taxpayer Ad-
vovete) end the United States,

the provisions of subsection (b) shaell apply in the same manner as
if such property had been wrongly levied upon, cxcept that ne inter-
est el be allowed under sulbmectinon fo).

* £ x # ¥ * *

CHAPTER 656—ABATEMENTS, CREDITS, AND
REFUNDS

* * * * * #* *

Subchapter A—Procedure in General

W * = * + Y *

SR, A4, ARATEMENTS.
(@) * % *
# ¥ E * * * *

(&) LASSKESMENTS ] ABATEMENT OF INTEREST ATTRIDUTABLE TO
UNREASONADLE ERRORS aAND DELAYS BY TNTPRRNAT. REVENIE SERV-
ICE.—

(1} TN grNesal, —In the ease of any assessment of interest,
oi—

{&) any deficiency allribulable in whole or in part to any
nrrensonahle error or delay by an officer or employee of
the Internal Revenue Service {acting in his ollicial eapae-
ity) in performing a ministerial or menageriod act, or

{B] any payment of any tax described it section §2124a)
to the extent that any unreasonable error or delay in such
payment is attributable to such an officer or employee
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heing erroneous or dilatory in performing a minisierial or

managerial act,
the Secretary may abate the assessment of all or any part of
such interest for any period. For purpeses of the preceding sen-
tcnee, an error or delay shall be taken into account only if no
gignificant azpect of such error or delay can be attributed to
the taxpayer involved, and after the Internal Revenue Service
has contacted the taxpayer in writing with respect to such deli-
ciency or payment.

¥ * * * * " *

(g) REVIEW OF DENIAL OF BNQUEST FOR ABATEMENT OF INTEE-
EST.—

(1} Iv crenreal.—The Tax Court shall have jurisdiciion over
any aeiion brought by o texpoyer whe meets the requirements
referred to in section T4 e/ 4XANXi) to determine whether the
Becretary's failure to abate inferest under this section was an
abise of discretion, and may order an abaterment, if such action
is brought within i80 days offer the dale of the mailing of the
Secretary’s final determinction nol to eboafe swch inferesd,

(2} SPECIAL RUTER. —

{A) DaTE oF MATLING. —Rufes simifar to the rules of se:
tion 6213 shall apply for purposes of defermining the daife
of the mailing referred to in parograph (1),

(8 RELiEF—Rules similor to the rules of section GHRI2(H)
shail apply for purposes of this subsection.

fC) Brview. -An order of the Tax Court undear this sub-
section shall be reviewable in the same manner os a deci-
sion of the Tax Courd, hut onfy with respect to the maliers
determined in such order.

* * * *® #* * H

CHAPTER 66—LIMITATIONS

% # ] % ¥ * ¥

Subchapier A—Limitations on Assessment and
Collection

¥ * * + * * £

SR, MLl SUSPENSTON OF RIINNING OF PERIOD OF LIMITATION.
{a] ¥+ %

3 A * * x Ed &

[iki] (7 KXTENSION IN CASE OF CERTAIN STTMMONSES.—

{1} IN CENERAL. -I[ any designated sumnmons is issued by
the Secretary Fwith respect to any return of taz by a corpora-
tinn] 20 & corporation (ar to any other person to whom the cor-
poretion has fransferred records) with respect to any return of
tax by such corporation for o teveble year (or other period) for
which such corporation is being examined under the coordi-
naled exomIngiion progrom (or any yuccessor program) of Hhe
Internal Revenue Servaee, the vunning of any periad of limita-
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tions provided in section 6501 on the assessment of such tax
shall be suspended—

{.I'!L:} * * *
¥ * * * + B *
(2] DESIGNATED SUMMONS-~For purposes of this sub-
section—

(A} IN GENERAL—The term “designated summons”
means any stmmons izsued [or purposes of determining
the amount of any tax imposed by this title if—

(i} the izsuance of such summons is preceded by a re-
view af such issuance by the reginntal counsel of the OF.
fiee of Chisf Counsel for the region in which the exorn-
fnafion of the corporation is being condircted,

Lit}) (ii} sueh surmmons is issued at least 60 days be-
fore the day on which the period prescribed in section
6501 for lhe assessmenl of such tax expires (detcr-
mincd with regard to extenaions), and

[3i3] (%) sueh summona clearly states thati it is a
dezignated summons for purposes of this subsection.

{il1] (&) CrGSS REFERENCES.—
For suspension in case of —

CHAPTER 67—INTEREST

Subchapter A—Interest on Underpayments

* * * = ] * £

HEC. 4801, INTEREST ON UNDERPAYMENT, NONPAYMENT, OH EXTEN-
H10NS OF TIME FOR PAYMENT, OF TAX.

(a) * % #
ER £ L . * * - ¥
&) APPLICABLE RULES.—Excep. ag otherwize provided in this
title—
{1y = *= =
{2 THNTEIREST aN FENALTIEE, ADDITHONAL AMOGUNTS, OH ADIN-
TIHNS TO THE TAX. —

(A} TN GHNERAL—Interest shall be imposed under sub-
section {a} in respect of any assessable penally, additional
amount, or addition to the tax (other than an addition to
tax imposzed under section BB51(a) 1), or 4655 ar under
part II of subhapter A of chapter 88) only if such assess-
able penalty, additional amount, or addition to the tax is
not paid within 110 days from the date of nolice and de
mand thereforl 2I calendar days from the date of nofioe
end demand thersfor (1) husiness dovs i the omound for
which such notice and demand iz made equals or exceeds
#100,004;, and in such case intereal shall be imposed only
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for the period from the date of the notice and demand to
the date of paymeni.

¥ * * * ¥ E *

113} PAYMENTS MADE WITHIN 10 DAYS AFTER NOTICE AND DE-
MAND.—IF notice and demand iz made for payment of any
amount, and if such ampunt is paid within 10 days after the
date of such notice and demand interest under this section on
the amount so paid shall not be imposed for the period after
the date of such notice and demand. |

(3) PAYMENTS MADE WITHIN SPECIFIED PERIOD AFTER NOTICE
ANDL DEMAND.-—If nolice and demond iz made for pavment of
ary omoent and if such cmennt is poid within 21 calendor
days ({0 businesy davs if the amount for which such notice and
demand is made equols or exceeds $100,000; after the daie of
such motice and demand, interest under this section on Hhe
amount so paoid shall not be imposed for the period affer the
date of sueh notice and demand.

* * * * ¥ * =

CHAPTER 63—ADDITIONS TO THE TAX, ADTM-
I{IL?TI;IE; AMOUNTS, AND ASSESSABLE PEN-

+ x * * g * *

Subchapter A—Additions to the Tax and Additionl
Amounts

¥ * ¥ ¥ ¥ * ¥

PFPART I GENERAL PROVISIONS
3 ® = = * :k :k

SEC. 6651, FAILURE 10 FILE TAX EETURN OK TO PAY TAX.

(a) ADDITION TO TIHE TAX —In raze of fajlure—
f1) % %

* + * * * ] *

{3} w pay any amounl in respeel of any lax reqoired Lo be
shown on a refurn apecified in paragraph {1} which ia not an
shown (including an azsassment made pursuant te aection
B213(h)} within [10 days of the date of the notice and demand
therefor] £1 calendar days from the date of notice and demand
thercfor (10 business days if the amount for which zeeh notice
arnd demond in made equals or exceocds $TONL O, umless [, i
gshown that such failure is due to reasonable vause and not due
to willful neglect, there zhall be added to the amennt of tax
gtated in such notice and demand 0.5 percent of the amount
of such tax if the failure is for not more than 1 month, with
an additionai (.5 percent for each additional month er fraction
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thereof during which such failure continues, not exceeding 25
petcent in the aggregate.

* ¥ ¥ * * H k]

tg) TREATMENT OF RETURNS PREPARED BY SECRETARY LINDRR
SECTION 602000).—In the case of any return made by the Secreltry
under geclion GO H—

(L stech relurn sholl be disregorded for purposes of determin-
ing the amount of the addition under parograeph (1) of sub-
secifon fa), buf

{2) such return shall be frealed ag the refurn filed by the tax-
paver for purposes of determining the amount of the addition
urmlder porographs (2) and (3) of subsection (a).

SEC. 8852, FATLURE T F1LE CERTAIN INFORMATION RETURNS, BRG-
IETRATION BTATEMENTS, ETC.
fﬂ‘} + % =

+* + L] * * * *

T {e) HETURNZ BY EXEMPT ORCANIZATIONS ANDY BY CERTAIN
RLSTS,—
(1) ANNUAL RETURNS UNDER SECTION 6007 —
{A) PENALTY ON ORGANIZATION.—In the case of —
iy a failure Lo file 3 retumn required under section
6033 (relating (o relurns by exempt organizations) on
the date and in the manneyr prescribed therefor (deter-
mined with regard to any extension of time for filing),
oY
(i1 a failure to include any of the informatinn re-
quired to be shown on a return filed under section
6033 or to ehow the correct information,
there shall be paid by the exempt organization 4107 320
for each day during which auch [ailure continues. The
maximum penalty under lhis subparagraph on Failures
with respect to any 1 return shall not exceed the leaser of
L$5,000] $10,000 or 5 percont of the grosa receipta of the
organtzation for lhe year. In the case of an organization
hoving gross receipts exceeding $1,000000 for any year,
with respect to the return required under section 6033 for
such year, the firgl sendence of this subparagraph shail be
ainplied by substituting “$ 1K for “$20° gnd, in lieu of ap-

plying the second sentence of this subpnragroph, the maxi-
mum penslty under this subparngrapft shall rot exceed
$50,000.

* ¥ * ) 4 + *

SEC. 5656. FPAILURE TO MAKE DEPOSIT OF TAXES Oh OVERSTATE-
MENT QF TIEPOSIES,

(a}***

+ F * * * £ *

o) FBxewerion ForR FIRST-TIME DEPOSITORS 0OF EMPLOYMENT
Taxes —The Hecrefory may woive the pennlly imposed by sub-
section (@) on a peraon’s inedvertent failure &n deposit any employ-
mertt fox i —
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(1) suoh person meals e requirements referred to in seciion
7430(cNEX AxT),
{2) such failure occurs during the Ist guarter that such per-
snn twas required bo depoait any employment dax, ard
f3) the return of such tex waa filed on or befare the die dule
For purposes of this subsection, the lerm “employment faxes™ reams
the foxes imposed by subfitle C.
fef} Avrdaosiiy To ABATE PENALTY WHERE DEPOSIT SENT TO
Secrrrary.—The Secretary may abate the penalty impozed by spb-
sectinon fa) with respect to the first time a depositor is required io
make o deposit if the amount regiired to be deposited iz inodvert
ently sent to the Seerelary instead of fo the approprinie government
clepository.

F3 * - * * L] x

Subchapter B—Assessable Penaliies

* # & * * * ¥
PART I—GENERAL PROVISIONS
* * * ¥ * ¥ *

AEL. 472, FAILURE TO COLLECT AND PAY (WVER TAX, OR ATTEMPT TO
EVADE OR DEFEAT TAXK
{a) * * *
) PrELIMINARY NOTIOR REQUIREMENT. —

f1) Iv GENERAL—No penoalty shell be imposed under sub-

section (o} unless the Secretary notifies the taxpaoyer in writing
muail te en address as determined under section G212(h; thet
the taxpayer shall be subject to an assessment of such penalfy.

2} Trvive: oF Nonok —The mailing of the notice deseribed
in paragraph (1) shall precede any nofice and demeand of any
penaliy under subsection (o) by at leazt 60 days.

{3} Srarurk OF LIMITATIONS,~If @ notice described in pare-
graph (1) with respect to any penalty is mailed before the expi-
ration of the period provided by section 6501 for the cssessment
of such penmg; (determined without regord #o this porograplt),
the period provided by such section for the assessment of sueh
penafty shall not expire before the later of—

fA) the date 30 days affer the date on which such notice
was matled, ar

fR) if there is a timely protest of the proposed assessment,
the daie 30 days after the Secretary mokes a final adminis-
trative delermination with respect to such protest.

i4) EXCEPTION FOR JEOPARDY —This subsection zhall not
apply if the Serretary finds that the colleciion of the penalty i
in jfeopardy.

Lib1] {vi EXTENSION oF PERIOD oF CollECcTIioN WHEHE BOMD 13
FILED—

(1) IN CENERAL —If, within 30 days after the day on which
notice and demand of any pebalty under snbsaection {a) & made
againat any person, such person—
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(A) » * =

#* k] L] H ] #* &

{d) Ricar oF ConTrRIBUTION WHERE MorE THAN I PERSON LiA-
BLE FuR PENALTY.—If more than 1 person is leble for the penalty
under sufigection (a) with respect o ary tox, each person who poid
stch penalty shall be entitled to recover from other persons who are
liable for such penally an amount equeal to the excess of the amount
pid such person over such perso’s proportionate share of the
penally, Any elaim for such o recovery may be made only in a pro-
ceeiir_tg which is separate from, and iz not joined or consolidated
it

f1) an action for collechion of such penalty brought by the
United Siafes, or
(2} ¢ proceeding in which the United States files o counter-
giaim or third-party comploint for the eollection of sech pen-
fe) EXCEPTION FOR YOLUNTARY Boarp MEMeERS oF Tax Exeurt
ORGCANIZATIONS, —No penaliy sholl be imposed by subsection (ol an
any wnpaid, volunteer member of any hoard of frustees or direcfors
gf an organization exempi from tax ender subiitle A if such mem-
er—
{1} is aolely serving in an honoroary capecily,
{2} does not parficipate in the ?qy-m-day or financial oper-
ations of the organization, and
(A} does ot howe ectual kBrowledge of the foilure on which
aiteh penalty is imposed.
The preceding sentence shall not opply if it results in no persan
berng lable for tHhe penalty imposed by sufmection (o).

& H * H H * L]

RE(. 6885, ASRESSABLE PENALTY WITH REEPECT TO PUBLIC INHPEL-
TIHON REQUIRENMENTS FOR CERTAIN TAX-EXEMPT ORGA-
MNLEATHINS.

In addition to the penalty impesed by section 7207 (relating
to frandulent returns, statementa, or other documenta), any
person who ia required to comply with the requirements of suh-
section (d} or (e} of section 6104 and whoe gﬂﬂﬁ to 8o compl
with reapect to any return or application, if auch failure is will-
ful, shalFe pay a penalty of [$1,000] $5,000 with respect to each
such return or application.

* = + s * " w

CHAPTER 74—CLOSING AGREEMENTS AND
COMPROMISES

* * E * * * +

SEC, 7122, COMI'HOMISES,

{a) AUTHORIZATION.—The Secretary may compromise any civil or
criminal case arising under the internal revenue laws prior to ref-
erence to the Department of Justice for prosecution or defense; and
the Attorney General or his delegate may compromise any such
:'iu?l:: after referenee to the Department af Justic: for proseculion or

efense.
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{b) RRCORD.—Whenever a compromise is made by the Secretary
in any case, there shall be placed on file in the office of the Sec-
retary the opinien of the General Counsel for the Department of
the Treas or his delegate, with his reamscns therefor, with a
statement of--

{1} The amount of tax assesscd,

(2} The amount of interest, additional amount, addition to
the tax, or assessable penalty, impozed by law on the person
againat whom the tax is assessed, and

{4} The amount actually paid in accordance with the terms
of the compromise.

Notwithstanding the foregoing provisions of thiz subsection, no
such opinion ghall be required with respect to the compromise of
any civil case in which the unpaiud amoeunt of tax assessed (includ-
ing any interest, additional amount, addition to the tax, or assess-
able penslty) is less than [$500.] $50,000. However, such com-
promige shall be subject to conlinuing quality review by the See-
refary.

* ¥ * = * b *

CHAPTER 75—-CRIMES, OTHER OFFENSES, AND

FORFEITURES
Subchapter A—Crimes

PART I—GENERAL PROVISIONS

L3 E = * * W ¥

SEC. 721%. UNAUTHORIZED DIESCLOSURE OF INFORMATION.
{a) RETURNS AND RETURN INFORMATIIN.—

{1) FEDERAL EMFLOYEEA ANB OTHER PER3ONS.—It shall be
unlawlul for any officer or employee of the United States or
any person described in section §103(n) {or an officer or em-
ployee of any such person), or any former officer or employee,
willfully ta (fiSClOSB to any person, exeept as guthorized in this
title, any return or refurn information (a5 defined in section
6103(hY}. Any violation of this paragraph shall be a felony pun-
ishable upon conviction by a fine in any amount not exceeding
$5,000, or imprisonment of not more than 5 years, or both, to-
gether with the eosta of prosecution, and il such offenee ia com-
mitted by any officer or employee of the United States, he
shall, in addition to any other punishment, be dismissed from
office or discharged from employment upon cenviction for such
offense.

(2] STATE AND OTHRE EMPLOVEES.—It shall be unilawful for
any person {not degeribed in paragraph (1)) willfully to disclose
to any person, except as suthorized in this title, any return or
return informadion (as defined in section £1030h}} aequired by
him or another person under subsection (d), (IW3XBNiL. (16},
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(70, 8 (9%, (30, Ter (1211 (12), or (15), or (mNW2), (4), (6}, or {7)
of secticn 6103, Any violation of this paragraph shall be a fel-
chy punishable by a [ine in any amount not exceeding $5,000,
or imprisonment of not more thar 5 years, or both, together
with the eosta of prosecution.

¥ #* * L3 * * *

CHAPTER 76—JUDICIAL PROCEEDINGS

# * * % * + *

Subchapter B—Proceedings by Taxpayers and

Third Parties
Ser. 7121, Prohibition of suits to restrrin asseasment or collection.
- - - E] Ed + i

ESec. 7434, Croun references. |
Hee. 7434, Civif demages for frapdulont Aling of information refurns,
Bee. 7435, Cloil demages for unaufhorized eriicement of fnformaiion

dfircloging,
Ser. 7438, Crage references,
* * # £ + ¥ ¥
SEL. 7422, CIVIL ACTIONS FOR REFUND
{a} x E *x
* * * * & L d X

{g) SrECIAL RULES FOR CERTAIN EXoIsE Taxrs IMPOSED By
CHAPTER 42 OR 43.—

El} L I R )

{2) LIMITATION ON SUIT FOR REFUND.—No suit may be main-
tained under this section for the credit or refund of any tax im-
posed under section 4941, 4942 4%43 4944, 4945, 4951, 4953,
4956, 4958, 4971, or 4975 with respect to any act (or failure
to act; giving rise to liability for tax under such sections, un-
less no other suit has been maintained for eredit or refimd of,
and no petition has been filed in the Tax Court with respect
te a deficiency in, any other tax imy d by such sections with
respect to such act for failure to act%.

(3) FINAL DETERMINATION OF ISSUES—For purpoaes of this
gection, any suit for the credit or refund of any tax imposed
under zection 4941, 4942, 443 4944 4945, 4961, 4952, 4955,
4958, 4971, or 4975 with respect to any act {or failure to act}
giving rise to liability for tax under such sections, shall con-
sdtute a suit to determine all gquestions with respect to any
aother tax imposed with respeet to such act {or failure to act)
under- such sections, and failure by the parties to such suit to
bring any such question before the Court shall eonstitute a bar
to such question.

* ¥ ¥ ¥ £ b *
HEC. 7430. AWARDING OF {CO8T3 AN CERTAIN FREES

{'a'] kO
{b) LIMITATIONS.
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(1) REQUIHEMENT TIIAT ADMINISTRATIVE HEMEDIES BE EX-
HAUSTED.—A judgment for reasonable litigation costs shall not
be awarded under subsection {a) in any eourt proceeding unless
the court determinez that the prevailing party has a&austed
the administrative remedies available to such party within the
Internal Revenue Service. Any failure o agree {o an extension
of the time for the mssessment of any tax shall not be taken into
geconnt for furposes of determining whether the prevailing
porty meets the reguirements of the preceding sentence.

(2} ONLY CO08TH ALLOCABLE TO THE UNITED STATES —An
award under subsection (a) shall be made only for reasonable
litigation and administrative costs which are allocable to the
Unitcd States and not to any other party.

103} EXCLUSION OF DECLARATORY JUDGMENT PROCERDINGS.—

L[{AY IN cENRERAL—No award for reasonable litigation
costs may be made under subgection (a) with respect to
any declaratory judgment proceeding.

LB} EXCEPrION FOR SECTION BULCH3) DETERMINATION
REVOCATION FROCEEDINGS —Subparagraph (A} shall not
apply to any proceeding which involves the revocation of a
determination that the organization is deseribed in section
G010} 3}

[{47] r3) COSTS DENIED WHERE PARTY PREVAILING PROTRACTS
PROCEREINGS. —No award for reasonable litigation and admin-
istrative cosls may be madc under subsection {(a} with respect
to any portion of the administrative or court proceeding durin,
which the prevailing party has unreasonably protracted suc
Eroceeding.

{e} DEFINITIONS—For purposes of this section—

(1) REASONABLE LITIGATION 00578, —The term “reasonabie
litigation costs” includes—

iA) reasonahble court costs, and

(B} based upon prevailing market rates for the kind or
quality of services furnished—

{i} * % *
= * * F * ¥ ]

(iii) reasonable fees paid or incurred for the services
of attorneys in connection with the court pmoeedj.ngl,
except that such fees shail not be in cxeess of [$75
#2111} per hour unlesa the eourt determines that [an
increasze in the cost of living or] a aspeeial Factor, such
as the limited awvailahility of quaiified attorneys for
such proceeding, justifies a higher rate.

In the case ﬂfp any calendar vear heginning ofier 1998, the dol-
lar amount referred fo in clause (ifi) shall be increased by on
amatcit equal fo such dollor amount muliiplied by the cost-of
living ad/ustment determined under section 1(fN3) for such eal-
endar yeoar, by substituting “calendar yvear I995% for “cofendor
year 1992" in subparagraph (B) thereof If any dollar amount
cfier being increased ander the preceding senfence is not a mul-
tiple of 810, auch dollar amount shall be raunded to the nearest
maultiple of $10.

{2 REAMINAHLE. AUMLNISTRATIVE COSTS.—The term “reason-
able administrative costs” means—
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(A) any adminigtraiive fees or zimilar charges imposed
by the Internal Hevenue Service, and

{B} expenses, costs, and fees described in paragraph
(1§B), except that any determination made by the court
under clause (i) or (i{i) thereol shall be made by the Inter-
nal Hevenue Service in cases where the determination
under [paragraph (4¥B}l paragraph (4)C) of the award-
ing of reagonable administralive costs is made by the In-
ternal Revenue Service,

Such term shall only include costs incurred on or after the
earlier of {i) the date of the receipt by the taxpayer of the no-
tice of the decision of the Intermal Revenue Service Office of
Appeals or (ii) the date of the notice of deficiency.

* E * * * = +

{4} PREVAILING PARTY.—

(A) IN GENERAL.—The term “prevailing party” means
any party in any proceeding to which subsection {a) ap-
plies {other than the Tnited States or any creditor of the
Laxpayer involved ) —

{(i} which establishes that the position of the United
?ta:.ites in the proceeding was oot substantially jusii-
1ed,

I{id (i) which—

{I} hag subatantislly prevailed with reapect to
the amount in eontroversy, or

{II} hag subataniially prevailed with respeet to
the most significant issoe or sel of isswes pre-
sented, and

[(ii)] iz} which meets the requirements of the Est
sentence of section 2412(d)1KB) of title 28, United
SBtates Code (as in effect on October 22, 1986) except
io the extent differing procedures are eatablished by
rule of ecourt and meetsd Lthe requirements of section
SAT2AHZNRY of such title 28 (az s0 in eflect).

(B) BXCEPTION 1F UNITED STATES KSTABLISHES THAT ITS
POSITION WAS SUBSTANTIALLY JUSTIFIED, —

{i} GENERAL RULE.—A party shall not ba treated os
the prevailing party in a proceeding to which sub-
section (o) applies if the United Sioles estaliishes that
the position of the United States in the proceeding was
substantially justified.

(it} PRESUMPTION OF NG JUSTIFICATION IF INTERNAL
REVENTIE RERVICE DIDN'T FOLLOW CERTAIN PLUTHLISHED
CGUIBANGE. —For purposes of clouse (L) the position of
the Linited States shalfl be presumed not to be subston-
tialfy justifted if the Internal Revenue Service did not
folfow its applicable published guidance in the admin-
iztraiive proceeding. Sueh presumption mey be rebuf-
teef.

(tif} APPLICARLE PURLISHED GUIDANCE —Four pur-
poses of clause {fi), the ferm “wpplicable published
guidance” means—
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I} regulations, revenue rulings, revenue proce-
dures, information releases, notives, and grnounce-
metts, ad

{II) any of the following which are issusd to the
taxpiver: private letter relings, technical advice
memorandea, end determination letfers,

BT (C) DETEEMINATINY AS TO PREVAILING BAWIN.—
Any determination under [subparagraph (AX #his pora-
graph as to whether a party is a prevailing party shall be
made by agreement of the parties or—

(i) [ ]
# M ] * L] * *
SEC. TR, CIVIL DAMAGES FOR CERTAIN UNAUTHORIZED COLLEC-
TION ACTIHINS

{a_} * % %

(h) Damaces —In any action brought under auhsection (a}, upon
a finding of liability on the part of the defendant, the d;efendg‘:lt
shall he liable to the plaintiff in an amount equal to the lesser of
[é'trlﬂﬂ,?%ﬂ]*fﬁi,{iﬂﬂ,ﬂﬂﬂ or the sum of —

Al

¥ ¥ * * * H »

{d) LIMITATIONS, —

[(1) REQUIREMENT THAT ADMINISTRATIVE REMEDIES BE EX-
IAUSTED.—A judgment for damages shall not be awarded
under subsection {b) unless the court determines that the
plaintiff has exhausted the administrative remedies available
to such plaintiff within the Internal Revenue Service.]

(1) AWaki FDR DAMAGES MAY BE REDUCED IF ADMINISTRATIVE
REMEDIRS NOT BXHALRTED —The amount of damoges aivarded
wnder subsection (&) may be reduced if the court defermines
that the plaintiff has not exhausted the edministrative remedies
auatlable to such plaintiff within the Internal Revenue Service.

- * * * * * 2
SEC, Y424, CIVIL DAMAGES FOR FRAUDULENT FILING OF INFOITMA-
TYON HET'URNS,

@) IN GENERAL I any person willfilly files a froudulent infor-
malion return with respect to payments purported to be mode to any
other person, such other person may bring a civil action for dam-
oges against the person so fifing such return.

b} DasacEs.—In any cclion brought under subsection (), upon
e finding of fability on the t of the defendant, the deferrdant
sholl be lable to the phintiﬁﬁr an amount equal fo the greater of
£5.000 or the sum of —

Fi) any actuel domages susinined by the plaintiff ax o proxi-
rmate resull of the filing of the fraudelent informetion refurn
Ancluding any costs aftributoble to resolving deficiencies os-
sarted as o resull of such filing),

{2) the coats of the action, and

(4} in the court’s diceration, reasonable attorneys fees.

(e} PEROD FOR BRINGING AcTronN.—Netwithstanding amy other
provision of law, an action to enforce the Linhility created under this
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section moy be brought withaout reﬂ:rd io the amount in confroversy
and may be brought only within the loter of—
{1} & years affer the dale of the Fling of the frauduolent infor-
mation refurn, or
{2 1 yoar after the daie such froudulent information return
worlil hove heen dizeovered by exercize of reasonabie eore.

fd) Cory oF CoMPLAINT FILeD Wirh IRS—Any person bringing
on action under subsection (a) shall provide a copy of the complaint
to the Internal Revenpe Service upon the filing of such comploing
with the court.

{e} FINDING OF CouRrtT To INCLUDE CORRECT AMOUNT OF PAY-
MENT,—The decision of the court awarding domages in an aciion
brought under subsection (o) shall include a finding of the correct
amoint which should have been reported in He informotion return,

() INFORMATION RETURN.—Ior purposes of this section, the term
“information retprn™ means any slotement described in seciion
G724 IHA)

BEC. 7435, CIVIL DAMAGES FOR UNAUTHORIZED ENTICEMENT OF IN-
FORMATION INMSCLOSURE,

fa) IN GENERAL—If any offtcer or emplovee of the Unifed States
intenttonally compromises the determingtion or colleetion of any tax
due from or attorrey, certified pubfic accounitent, or enrolled agent
represenfing o loxpryer iR exchange for informelion coneeyed by the
taxpayer {0 the atforney, cerfifted public aeccountand, or enrolfed
agent for purposes of ebtaining advice concerning the taxpayvers tax
hability, sach to v may bring o civil action for damages
against the United States in a district court of the United Stgies,
Such civil action shall be the exclusive remedy for recovering dam-
ages resulfing from sueh oedions.

(b DAMAGES.—TIn any action brought under subseclion (o), upon
a finding of Hability on the part of the defendant, the djfer ard
shatl be liable to the .!aiutiﬁp in an amount equal to the lesser of
E500,000 or the sum of—

(1} actual, direct economic demeoges sustainad hy the plaintiff
az a proximate resufl of the infortation disclosure, and
(2 the costs of the action.
Damages shafl not include the taxpavers Hability for any civil or
criming! penaltics, or other fosses aitributable to incarceration or
the imposition of other criminal sanciions.

fel PAYMENT AvTHoRiTY —Claims pursuani ta this zeetion shall
be payable ouf of funds appropricted under section 1304 of fHile 31,
United Stetes (ode.

{d) Prriou wor BRINGING ACTION.—Notwithstanding any other
provision of fow, an action to enforce Bability created gnder this
section moy be brought without regard o the amound in corérmuersy
and may be brought! only within 2 wvears after the date the aciions
creating such lobility wonld have been discovered By exercize of rec-
sonable care,

fa} MANDATORY STAY.—{fpon o certification by the Commigsioner
or the Commissioner's delegate that there is an ongoing investigo-
tan or prosecution of the baxpayer, the distriet eourt hefore arkiok
an action under this section iz pending shall stay all proceedings
with respect to such action pending the conclusion of the investiga-
tiom or prosecution,
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(f CriME-Frathn Excerrion.—Subsection (o) shall not opply o
informafion conveyed fo an alformey, cerfified public occcountont, or
enrolled ageni for the purnose of perpetrating a froud or crime.

HEC. |T434.1 7436. CROSS REFERENOES
(1) ** =
] £ # # + + +

Subchapter C—The Tax Court

* * *® * ¥ L d ®

PART II-PROCEDURE

& * * ¥ ¥ * *
HEC. 7464. RURNEN OF PROOF IN FRAUD, FOUNDATION MANAGER,
AND TRANSFEREE CASES
{aj * %

{h) FOUNDATION MANAGERS.—In any proceeding invelving the
izsne whether a foindation manager (as defined in section 4946(b)
has “knowingly” partieipated in an act of selfdealing (within the
meaning of section 4941}, participated in an investment which jeop-
ardizes the carrying out of exempt purpyses (wilhin the meaning
of secticn 4944), or agreed to the making of a taxable expencditure
{within Lhe meaning of scction 4945}, or whether the trustee of &
trust deseribed in gection BOL(e)21) has “lmowingly” participated
in an act of aelf-dealing {within the meaning of section 4881 or
agrecd to the making of a taxable expenditure (within the meani
of section 4952), or whether an organization manager (as define
in section 4955(a)02)) has “knowingly™ agreed to the making of a po-
litical expenditure (within the meaning of section 19565}, ar whether
an grgadisalion manager (as defined in section 4912(d¥2)) has
“knowingly” agreed to the making of disgualifyving lobbying expend-
itures within meaning of section 4512h), or whether an organi-
zation manager (as defined in section 4958(f2)) ks "Rncwingly”
barticipated in an excess benefif transaction (as Jefined in section
494580¢t), the hurden of proof in respect of such iszue shall be upon
the Secretaty.

" " * = * a; *

CHAPTER 77—MISCELLANEQUS PROVISIONS

Zze, 780, Linbility for toxes withheld of sollacted.

L] L4 + + ® Bl L]
Sepr. 7824, Annual notice of tee delinguency.
* & & X * * *
BEC. 7502, TIMELY MATLING TREEATED AR TIMELY FITING AND FAYING
fa) ®* =
* ¥ W A * * *

(f} TREATMENT oF PRivaTs Dissvesy Seavices. —
(1) IN CENERAL —Any reference in this section to the United
States mail shall be reated av including o reference to any des-
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ignated delivery service, and any reference in this section lo a
posimark by the United States Postal Service sholl be treated
as including @ reference fo any date recorded or marked as de-
scribed in paragraph (2XC) by vry designated delivery service.

(2} DESIGNATED DELIVERY SERVICE.—For purposes of this
aubsection, the term “designated delivery service” megna any de-
livery service provided by a trade or business if such wervice is
designated &y the Secretery for purposes of this section. The
Secretary muy designate a delivery service under the preceding
acntence only if the Secretary determines that such service—

(A is avatlable to the general public,

(B) is at least us fimely and religble vn @ regulor basis
as the Imited States mai!?'

0 records efectronically to ifs date base, kepé in the reg-
ular course of its business, or marks on the cover in which
any tiem referred lo in this section is to be deliveved, the
date on which such ilem wes given to such trade or buusi-
neas for delivery, wred

1’% meets such ofher criterig as the Secrelary may pre-
seribe,

3} EQUIVALENTS OF RWCISTERED AND CERTIFIED MAIL.—The
Secretary muy provide o rule simifar to the rule of paragraph
(1) with respect to any service provided by o designated des;?uw:}r
serviee which is substunfially equivalent to United States reg-
istered or rertified moil

£ * * & & L] *

NEC. 7534 ANNUAL NOTICE OF TAX DELINQUENCY,

Mot less often than gnnrually, the Secretary ghall send o written
notice &n each luxpayer who hag ¢ tex delingquent account of the
amonunt of the tax delinquency as of the date of the notice.

3 * ] * ] ¥ ¥

CHAPTER 78—-DISCOVERY OF LIABILITY AND
ENFORCEMENT OF TITLE

¥ * L] * S * L]

Subchapter A—Examination and Imspection

L] # * L] * * *

BELC. THDE, &lt:‘T‘II?"Iﬁ[gRI'lT OF INTERNAL REVENUE ENFORCEMENT OFFI-

{a} ¥ * *

' £ * L] £ [ 3 +*
g} RULES RELATING 19 UNDERCOVER OPEBATHING. —
[’l'j w ¥ X
ES & H £ * ¥ *
(4) AUDITS
U!L} * & X
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{B) The Service zhall also submit a report annually to
the Congress apecifying as to its undercover iovesligalive
operations—

(i’ the number, by programs, of undercover invea-
Ligalive operations pending as of the end of the 1-year
perind for which gnch report is submitted;

(ii) the number, by programs, of undercover inves-
tigative operstions commenced in the l-year period
Ipreceding the period} for which such report is sub-
milted; [and

Efiii} the number, by programs, of undercover invea-
tigative operations closed in the l-year period preced-
ing the period for which such report is submitted and,
with respect to each such clozed undercover operation,
the results obtained and any civil claims made with
respect thereto. ]

fiif) the number, by programs, of undercover inves-
tigative operoiions closed in the I-yeur period for which
sueh report is submitted, and

fiv) the following information with respect to eoch
undercover [nuestigetive operation pending us of the
end of the I-year period for which such report iz siib-
mitted or closed during such I-vegr period—

(I} the date the tor began and the date of
the certification referred to in the last senterice of

raph (1),

fII} the tetal expenditures under the cperation
arid the amount and use of the proceeds from the
aperalion,

(1) & detailed description of the operation in-
cluding the potenticl viclation being investigated
and whether the operation is being conducted
under grand jury guspices, and

{TV) the resulis of the operation including the re-
sults of criminal proceedings.

(5} DiE‘INETIGNS.—Fnr purposes of paragraph (40—

( :. * ¥

* * x * * * M

[(C) UNDERCOVER INVESTIGATIVE OPERATION.—The
terms “undereover investigative operation” and “under-
cover operation” mean any undercover investigative oper-
ation of the Service—

[(i} in which—
[(I) the gross receipte {excluding interest
earned) exceed $50,000; or
[{I[) expenditures, both recoverable and
nonrecoverable (other than expenditures for sala-
ries of employees), exceed $150,000; and
F{ii) which iz exemnpt from section 3302 or 9102 of
title 31, United States Code.
Clauses (i) and {ii} shall not apply with respect to the
report required under subparagraph (B} nf paragraph
(4).1
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) UNDERCOVER INVESTIGATIVE OPERATION.—The term
"wndercover investigative operalion” meens any underoover
investigative operation of the Service; exeept thet, for pur-
poses of subparagraphs (A} and (O of paragraph i4), such
term only includes an operation which is exempd from sec-
ton 3308 or 9102 of Litle 31, United States Code.

{6) APPLICATION OF SECTION.—The provisions of this sub-
SECEIOR—

(A) shall apply after November 17, 1983, and before Jan-
wary 1, 1890, and

(B) shail apply after the date of the enartmant of this
naragraph before January 1, 2001

All amounts expended purswant to this subsection during the
period descrifed in subparcggroph (B) shall be recovered fo the
extent possible, and deposited in the Tregsury of the United
Stotes as miscellaneowns receints, before Jannary I, 2001.

SEC, Tol. SI'ECLAL PROCEDURES FOR THIRTFPARTY SUMMOMNSES

{a} NOTICE —
{lj F £ F
+ S #* * Ed * %=

{3) THIRD-PARTY RECORDEEEPER DRFINED.---For purposes of
thias Sutbgfft"lgug, ;c.hn term “third-party recordkesper” meang—
# * * & * b *

(G] any harter exchsnge {as defined in section
6045(c¥3)); [and}

(HY any regulated investment company {azs defined In
gection 851} and any apent of such regulated investment
eompany when aeting as an agent thereofl . 1; and

(I} any enrofled agent.

L3

¥ ¥ w * ® *

Subchapter B—General Powers and Dhuties

e, Y521 Internal revenme cdialricls,

* ¥ -+ E 3 * * L]
[Hec. 7623, Fxpentes of detection and punishoest of foeods ]
Sav, FERS. Expnases of dotection of wndarpayments amd [rowed, vie

* * % +* 3 ¥ L

[SEC. 7621, EXPENSES OF DETECTION AND PUNISHMENT OF FRAUTS

I The Secretary, under regulations preacribad by the Secretary, is
authorized ta pay such sums, not exceeding in the a ate the
sum approprialed therefor, as he may deem necessary for dotecting
and bringing to (rial and punishment persons guiliy of vielating
the internal revenue laws, or conniving at Lhe sume, in cascs where
such expenses are nol olherwise provided for by law. ]
SEC. 7683, EXPENSES OF DETECTION OF UNDERPAYMENTS AND

FRAUD, ETC.

The Becretary, under reguiulions prescribed by the Secretary, is

authorized to pay such sums ag he deeims necessary far—
{1} detecting wnderpayments of tex, and
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(2) detecting and bringing to trinl and punishmen! persons
gullly of vivlating the internal revenue laws or conniving at the
s,

in cases where such cxpenses are nol otherwize provided for by low.
Any amount pai;abie under the preceding senlence shall be paid
Jrom the brocesids of amounts (ﬂt’gzr than interest) collected by rea-
gon of the information provided, and any amount so collected shoil
be auailable for such pavments.

CHAPTER 80—GENERAL RULES

Subchapter A—Application of Internal Revenue
Law

Seg. TA0T, Authority of the Nepartiment of the Treaswry,

I15ec. TEOZ. Commissioner of Tnternal Bevenue; Agsistant Commia-
sioner {Emplovee Plans and Euxempt Organiza-
tion=z}]

Bec. 7802, Commissioner of Imternal Revenne; Asgistand Compmis-
sioners: Texpapir Advocais,

t * 3 * * 3 *
15EC. 7802. COMMISSIONER OF INTERNAL REVENUE; ASSISTANT COM-

BEC. 782 COMMISSEIONER (OF INTERNAL REVENUE; ARSISTANT COM
MISSTONERS; TAXPAYER ADVOCATE,

(ﬂ}ﬁﬁ*
* * * ¥ * * *

fd) UFFICE OF TAXPAYER ADVOCATE. —

(1) Iv GENERAL. There i exteblizshed in the Internal Reve-
nue Service an office ba be knowin as the "Office of the Tuxpayer
Advocate”. Swuch office shall be under the supervision and direc-
tion af an official to be known as the “Taxpayer Advocnie” who
shall be appointed by and report directly to the Commissionar
of Internal Hevenue. The Taoxpaver Advocate shafl be entitled io
compensation ot the same rate as the highest level official re-
pording directly to the Iepuly Lommissioner af the Internal
Hevenne Seryive.

{21 FUNCTIONS OF OFFICE,-

(A} Iy GENERAL,—If shall De the funciion of the Office of
Toexpayer Advocate fo

1) assint taxpoayers i resolling profilems with the In-
ternal Revenne Service,

(i} identify areas in which taxpovers have problems
in dealings with the Internal Bevenue Service,

{iti) o the extent poszible, propose changes in the od-
rministrafive praciices of the Internol Hevenue Service
{0 mitigate problems identified nnder elanse (i), and

fiv) identify potenticl legislafive changes which may
be apprepriate to mitigate such problems.
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(B} ANNUAL REPORTS.—

(i} OBJECTIVES.—Nni later than June 30 of enrh cal-
endar vear after I905, the Taxpayer Advocate shafl re-
port to the Committee on Ways end Means of the Howuse
uf Representatives and the Comtmittee on Finanee of the
Sengie on the abjectives of the Taxpaver Advocate for
the fiscal year beginning in such colendar year. Any
such report sholl contain full and substantive analysiz,
in adedition to statistical informaiion.

(L) Aorrvrrigs.—Not later than December 31 of each
calendar year after 1595, the Tazpayer Advocate shall
report to the Commiliee on Ways and Means of the
House of Representatives and the Commiftee on Fi-
aance of the Sennte on the activities of the Toxpaver
Advocate during the fiscal year ending during such
colendor year. Any such report shall contain full and
suhstantive gnalysis, in addition to slatistical informae-
finn, and shall— -

(L} identify the inftictives the Toxpoyer Advocate
has taken on improving taxpaver services and In-
ternal Revenue Service responsiveness,

{11} contain recommendations received from indi-
vidualy with the outhority io issne Taxpayver As-
sinfence Orders ynder section 7811,

(HD) contain o summary of at leazt 20 of the
most serious problems encountered by taxpayers,
i:cfuding a deseription of the nature of such prob-

M8,

{1V} contain anr tnuventory of the ilems described
in subcleuses (1), (T1), and (HI for which aclion
has been taken and ifie result of auch aotion,

V) conbain an inventory of the ffems described
in subclauses (I, (I, and (FI) for which action re-
mains to be completed and the period during
which euch e has rematned on such inventory,

(VI) condein an inventary of the items described
in stebelauses (71) and (H) for which no action has
been tuken, the period during which each iem has
remained on such innenlory, Hhe reasons for the in-
action, and identify any Internal Revenue Service
official who iy responsible for such inaction,

(VI identify ony Texpoyer Awssislonce Order
twhich was not honored &y the Infernol Reoenue
Service in a timely mantter, as specified under sec-
tion 7BIKB),

{VIII) confoin recommendations for such admin:
isirative and legislative action az may be appro-
privte te resolve preblems encountered by tox-
[EVETS,

{IX7 describe the extent tv which regional prob-
tem resolution officers porticipate in the sefection
ang cvaluetion of local probiem resolution officers,
an

140



i04

(X include such other information o3 the Tox-
payer Advocate may deem advisable.
fitt) REFORT TQ BE SUBMITTED DIRECTLY. —Each re-
port required under thiz subparagraph shall be pro-
vided directly to the Committees referred to in clauses
(1) and (1) without any prior review or comment from
the Commissioner, the Secrelary of the Trensury, cny
other officer or empilovee of the Depariment of ihe
Treasury, or the Office of Management and Budget.

{3} RESFONSIHITLITIES OF COMMISSIONER.—The Commissioner
of Internal Revenue shall establish procedures requiring a« for-
maofl response tv all recommendations submitted to the Commis-
sioner by the Taxpaver Advoeate within 8 months after submis-
sion to the Commissioner,

#* % W ] E ] E =

SEC. 7805. RULES AND EEGULATIONS

ta} x ok &

I{b} RETROACTIVITY OF BREGULATION: OR RULINGS.—The Sec-
retary may prescribe the extent, if any, to which any ruling or reg-
ulatien, relating to the internal revenue laws, shall be applicd
without retroactive effect.]

(b} RETHOACTIVITY OF REGULATIONS.—--

{1} In GRNERAL —Except as othertwise provided in thian aub-
section, no temporary, proposed, or final regulation relating to
the internal revenue laws sholl apply te aay taxuble period end-
ing Befuore the earficst of the foflowing dates:

(A) The dute on which such regulation is filed with the
Federal Regisier.

(R} In the cuse of any final regulation, the dofe on which
any proposed or femporary regulafion io which suel finol
regulution relotes was filed with the Federol Register.

{C} The date on which any aelice substamtiolly describing
the expecled contents of any lemporary, proposcd. or finol
regulation is issued in the public,

{2) EXCEPTION FOR PROMPTLY ISSUED REGULATIUNG.--Para-
graph (1) shall not apply to regulations filed or issued within
18 months of the date of the enactment of the statalory provi-
sion fo which the regulation relates.

{3) PREVENTION OF ABUSE.—1he Secrefary rmay provide that
any regulation moy tike effect or apply refroaciively lv prevent
abuse.

{4) CONRKCTION OF PROCEDURAL DEFECTS—The Secrefary
meey provide that any regelulion may epply retroaciively fo vor-
rect o procediral defoct in the issuance of any prior reguladivn.

(5) INTERNATL. REGULATIONS.—The limitation of paragraph (1)
shall not apely tv ony reguilction relaling to internal Treasury
Department policiea, proctices, or procedures. |

(6} CONCRESSIONAL AUTHGRIZATION.—The {imitation of para-
graph (1) may be superseded by o legislotive grant from Con-
greas autherizing the Secrelury v presvribe the effective date
with respect to any regidotion.
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£7) ELECTION Tr APPLY RETROACTIVELY —The Secretgry may
provide for any toxpayer to elect to opply any regulation before
the dates specified in poragroph (1)

(8) APPLICATION TQ RULINGS.—The Secretary mey prescribe
the axtent, if any, to which any ruling (inchuding any judiciol
decision or oy edministraiive determinaéion other than by rey-
ulation) relating to the infernal revenue faws shall be applied
without retroaciive effect. :

¥ L] w = * # *

SEC. 7811, TAXPAYER ASSISTANCE ORDERS

fa} AUTIIORITY To IssuE—Upon application filed by a taxpayer
with [the Office of Ombudsmanl the Offtce of the Taxpaver Adoo-
cote (in such Form, manner, and al such time as the Secretary shall
by regulations prn-v.frllw) the |Ombudemanl Tezpayer Advocote
may issue a Taxpayer Assistancs Order if, in the determination of
the I'Ombudsman] Toxpayver Advocote, the taxpaver ia suffering ar
aboul Lo suffer a significant hardship 24 a result of the manner in
which the internal revenue laws are being adminisiered by Lhe Sec-
Fatary.

(b) TERMS OF A TAXPAYER AZzg7Tanck Ornke—The terma of a
Tavpayer Assistance Drder may require Lhe Secretary within o
speceiied Hme period—

(17 o release pmpert}r of the taxpayer levied upon, or
(% t0 cease any Action, take any gction as permilfed by low,
ot refrain from taking any action, with rospeet o Lhe faxpayer
undar—
(A} chapler 64 {relating to collection),
(B} subchapter B of chapter 70 irelatimy to bankrupley
and receiverships),
() chapter 78 (relating to discovery of liabilily and en
forcement of title), or
(D) any olher provision of law which is specificaily de-
geribad by the [Umbudsmanl Pexpoyer Advocate in such
arder.

Lie) Avuruowrry 00 Mopiry ok REscint. Any Taxpayer Asuisl-
ance Ovder issued by the Ombudsman under this section may be
modified or rescinded only by the Ombudsman, a district director,
i service ceoler direclor, a compliance center director, a regivmal
director of appeals, or any superior of any such person.]

e} Avrsorery To Mooiry on REscivp.—Any Taxpayer Assist-
ance Order fssued by the Taxpayer Advocate under this section may
he modificd or rescinded—

(1, anly by the Tuxpuyer Advocute, the Commissioner of Inter-
mi{ Revenue, or the Deputy Comminnionss of Inéernal Reveniee,
Q.

{2) only if @ written explanation of the reasens for the madi-
ficedlon or rescission is provided to the Taxpayer Advocate.

(d) SUSPENSION OF RUNKING OF Perion OF LIMITATION.—The
running of any period of limitation with respeel o any action de-
geribed in subsection (h) shall he suspended for—

{1} the period beginning on the date of the taxpayer's appli-
valion under subseetion (a) and ending on the date of the [Om-
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budsman's] Toxpayer Advocsie’s decision with respect te such
application, and

{2} any period apecified by the [Ombudsman] Taxpeyer Ad-
vocate in a Taxpayer Asgigtance Order {zsned pursuant to such
applieation.

{e) INDEPENDENT ACTION OF [OMBUDSMANN TAXPAYER ADVO-
cATE.—Nothing in this section shall prevent the [Ombudsmanl]
Taxpaver Advocate from teking any action in the absence of an ap-
plication under subsection (a).

(f) [OMBUDSMAN] Taxravsk Aovocars—For purposes of this
section, the term “[Ombudeman] Texpayer Advocale” includes any
designee of the | Ombudsman] Taxpayer Advocaie.

L] * * * E L3 *

SECTION 7601 OF THE ANTI-DELG ABUSE ACT OF 1988

SFC, 7601, DISCLOSURE OF INFORMATION ON CASH TRANSACTIONS,
) EFNI-[R.}‘EFIRG%GVER ACTIVITIES o©OF INTEENAL. KEVENUE

{a)$*t
* £ ¥ # * * ¥

{e} ENHANCEMENT OF UNDERCOVER UAPABILITIES OF THE INTER-
valL REVENUE SERVICE.—

{1} * X ¥

* * * * * * *

{3y Ervucrive pATE—The amendments made by this sub-
gection shall tale effect on the date of the enactment of this
Act land zhall ceaze to apply after December 33, 1989; and all
amounts expended pursusnt Lo such amendments ghall be re-
covered to the extent possible, and deposited in the Treasury
of the U:'Inited Statea as miscellaneous receipts, before January
1, 1990.]1.

* * * * * * %

O
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Part Ill. Administrative, Procedural, and Miscellaneous

26 CFR 601.105: Examination of returns and
claims for refund, credit, or abatement; determina-|
tion of correct tax liability. (Also Part |, § 42;
1.42-14)

Rev. Proc. 96-46
SECTION 1. PURPOSE

This revenue procedure publishes th
amounts of unused housing credit caf

ryovers allocated to qualified states unt

der § 42(h)(3)(D) of the Internal Rev-
enue Code for calendar year 1996.

SECTION 2. BACKGROUND

Rev. Proc. 92-31, 1992-1 C.B. 775
provides guidance to state housing cred
agencies of qualified states on the pro
cedure for requesting an allocation o
unused housing credit carryovers unde
§ 42(h)(3)(D). Section 4.06 of Rew.
Proc. 92-31 provides that the Interna
Revenue Service will publish in the
Internal Revenue Bulletin the amount of
unused housing credit carryovers allo
cated to qualified states for a calenda
year from a national pool of unused
credit authority (the National Pool). This
revenue procedure publishes thes
amounts for calendar year 1996.

SECTION 3. PROCEDURE

.01 The unused housing credit car
ryover amount allocated from the Na-
tional Pool by the Secretary to each
qualified state for calendar year 1996 is
as follows:

Qualified State

California
Colorado
Connecticut
Florida
eHawaii
-ldaho
lllinois
Indiana
lowa
Kansas
Kentucky
Maine
tMaryland
-Massachusetts
Michigan
rMinnesota
Mississippi
| Missouri
Nebraska
Nevada
- New Hampshire
rNew Jersey
New Mexico
New York
eOhio
Oregon
Pennsylvania
Rhode Island
. South Dakota
Tennessee
Utah
s Vermont
Virginia
Washington
Wisconsin

Amount
Allocated

874,843
101,760
91,156
388,365
32,816
31,536
327,102
160,100
78,742
71,087
106,520
34,514
139,336
168,144
264,309
127,117
74,288
146,907
45,174
40,554
31,647
219,998
46,037
505,712
309,011
85,895
335,453
27,750
20,068
144,040
53,107
16,144
182,367
148,716

141,451

Amount
Qualified State Allocated
Alabama $117,431
Alaska 16,867
Arizona 113,423

tional Pool.

.02 When certain issues are resolve

additional allocation from the 1996 Na
If it is determined that

144

qualified states are entitled to an addi-
tional allocation from the 1996 National
Pool, the Service will publish the addi-
tional amount allocated to each qualified
state as quickly as feasible to enable the
state to allocate the amount before the
close of 1996. Unless the Service is
notified by a qualified state that it does
not wish an additional allocation before
these amounts are published, the Service
will assume that a qualified state wishes
to receive an additional allocation. A
qualified state should notify the Service
that it does not wish an additional
allocation from the 1996 National Pool
by writing to the address published in
Sec. 4.05 of Rev. Proc. 92-31, in which
case the refused additional allocation
can be allocated to other qualified states.
Any additional amount that a qualified
state fails to allocate before the close of
1996 will not be considered in determin-
ing whether a state qualifies for the
1997 National Pool.

SECTION 4. EFFECTIVE DATE

This revenue procedure is effective
for allocations of housing credit dollar
amounts attributable to the National
Pool component of a qualified state’s
housing credit ceiling for calendar year
1996.

DRAFTING INFORMATION

The principal author of this revenue
procedure is Christopher J. Wilson of
the Office of Assistant Chief Counsel
(Passthroughs and Special Industries).
(J:or further information regarding this
revenue procedure, contact Mr. Wilson
on (202) 622-3040 (not a toll-free call).




Part IV. Items of General Interest

Notice of Proposed Rulemaking 2518, relating to the disclaimer of inter-2041(a)(1) and 2514(a), the lapse or

) ) ests in property and powers over proprelease of a pre-1942 power is not
Disclaimer of Interests and Powers  erty. subject to transfer tax.

. The scope of the term “taxable trans-

REG-208215-91 1. Interests and powers subject t0 thgep  oq ur.i,ed in § 25.2511-1(0)(2), a

AGENCY: Internal Revenue Servicedisclaimer rules related provision governing the dis-

(IRS), Treasury. Under section 2518(a), if a persondaimer of interests created in taxable

. ifi i i transfers made prior to January 1, 1977,
ACTION: Notice of proposed rulemak- Makes a qualified disclaimer, then for _ : ; o0
Prop transfer tax purposes, the interest dis¥@S considered in the Eighth Circuit

Ing. claimed is treated as never havindi€cision inUnited States v. Irvine98l

SUMMARY: This document contains passed to the person disclaiming. Undéf-2d 991 (8th Cir. 1992)ev'd, 114 S.Ct
proposed regulations relating to thesection 2518(b)(2)(A), in order to have at473 (1994), and irOrdway v. United
treatment of disclaimers for estate andualified disclaimer, an interest must be>tates 908 F.2d 890 (11th Cir. 1991). In
gift tax purposes. The regulations prodisclaimed within 9 months of the dateth®Se cases, the disclaimant argued that
pose to clarify certain provisions gov-of “the transfer creating the interest” in @ disclaimer that did not satisfy the
eming the disclaimer of property inter-the person disclaiming. A person to'éguirements of § 25.2511- 1(c)(2) was
ests and powers and, in addition, tavhom any interest passes by reason dtonetheless effective for estate and gift
conform the regulations to court deci-the exercise or lapse of a general powd@X PUrposes because the trust interest
sions holding the current regulation in-of appointment must disclaim the inter-that was disclaimed was created pursu-
valid with respect to the disclaimer ofest passing within 9 months after the?nt to & transfer in trust made prior to
joint property interests. The proposeckxercise or lapse. the enactment of the federal gift tax.
regulations will affect persons who dis- The current regulations provide thatccordingly, the disclaimant ar_gued“that
claim interests, powers or interests insection 2518 applies to the disclaimer ofhe interest was not created in a *tax-
jointly owned property after the effec-interests or powers created pursuant t ble transfer” prior to January 1, 1977,

tive date of these regulations. “taxable transfers” made after Decem-11€ _regulation did not apply and the
disclaimer had only to be effective un-

DATES: Written comments and requestjjer 31, 1976. They further provide that, " 0\ 1o avoid federal tax. The
: - : he 9-month period within which the X .
for a public hearing must be received by .~ ~ : Service argued in both cases that the
November 19, 1996 disclaimer must be made is to be detert'erm “taxable transfer” references a
' ' mined with reference to the “taxable eneric completed gift under § 25.2511-
ADDRESSES: Send submissions tofransfer” creating the interest in theg of the re Ifjlationg The Eleventh Cir-
CC:DOM:CORP:R (REG-208215-91),disclaimant. The term “taxable transfer” cuit a reedgwith the.Service ‘Drdwa
room 5226, Internal Revenue Servicewas incorporated into the regulation ' . gthe Eighth Circuit disa reedy’ in
POB 7604, Ben Franklin Station, Wash-based on a statement in the Iegislativ%’vine The S% reme Court dig ot re-
ington, DC 20044. Submissions may beustory underlying the enactment of sec |\ . . issug in its review offivine
hand delivered between the hours of 8on 2518. H.R. Conf. Rep. No. 1515, '™ ~ " =" o o e aven if
a.m. and 5 p.m. to: CC:DOM:CORP:R94th Cong., 2d Sess. 623 (1976). § 252511-2 did not apply, the dis-
(REG-208215-91), Courier's Desk Inter- Because the reference point under th@laim.er caused the transfer o,f an interest
nal Revenue Service, 1111 Constitutiomegulation is the “taxable transfer” cre- that had not been timely disclaimed, and
Avenue NW, Washington, DC. Alter- ating the interest, the existing regulatioqhe transfer was subject to gift ta>’< In
nately, taxpayers may submit commentsould be viewed as implying that theview of the conflicting Eighth and Elév-
electronically via the Internet by select-disclaimer of an interest created in 3nth Cireuit decisions inlrvine and
ing the “Tax Regs” option of the IRS transfer that is outside the scope of th?)rdway the Treasury and the IRS be-
Home Page, or by submitting commentgstate or gift tax need not comply Withlieve th’at it is appropriate to clarify the
directly to the IRS Internet site atthe requirements of section 2518. FOFeguIations
http:\\www.irs.ustreas.gov\prod\tax_regsexample, if the disclaimed property con- '
comments.html. stitutes an interest in foreign situs prop-
erty created pursuant to a transfer by a
FOR FURTHER . INFORMATION nonresident alien donor or decedent, the The current regulations provide, in
CONTACT: Concerning the proposediansfer by the nonresident alien wouldyeneral, that in order to be a qualified
regulations, Dale Carlton, (202) 622-not pe within the scope of the gift tax ordisclaimer under section 2518, a surviv-
3090; concerning submissions, Michaebgiate tax. However, a disclaimer ofing joint tenant's disclaimer oboth an
Slaughter, (202) 622-7190 (not toll-freesych an interest would have to complyinterest passing to the joint tenant on the
numbers). with section 2518; otherwise, therecreation of the tenancy, and the
. could be transfer tax consequences teurvivorship interest in the joint tenancy
SUPPLEMENTARY INFORMATION: e gisclaimant. or tenancy by the entirety, must be made
Similarly, the regulations do not spe-within 9 months after the transfer creat-
cifically address the disclaimer of aing the tenancy. Further, a joint tenant
This document proposes to amend thproperty interest passing as a result ofannot make a qualified disclaimer of
Estate and Gift Tax Regulations (26the lapse or release of a general powany portion of a joint interest attribut-
CFR parts 20 and 25) under sectionsf appointment created on or beforeable to consideration furnished by that
2041, 2046, 2056, 2511, 2514, andDctober 21, 1942. Under sectiongenant.
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Section 25.2518-2(c)(4)(ii) provides aCommissioner804 F.2d 1332 (7th Cir. proposed amendment substitutes the
special rule with respect to joint tenan-1986), the court held that the survivingstatutory language of section 2518(b)-
cies and tenancies by the entirety in reapouse’s survivorship interest in the de¢2)(A), “transfer creating the interest,”
property created after 1976 but prior tocedent’s one-half interest in jointly heldfor “taxable transfer” as the reference
1982. During that period, section 2515eal property was created on the decepoint for determining the scope of the
applied in determining the gift tax con-dent’s death since, prior to that time, thqegmaﬂons as well as when the time
sequences of the creation of a jointdecedent could have unilaterally severegeriod for making the disclaimer com-
tenancy with right of survivorship or the interest and defeated the Spousegences. Under the proposed amend-
tenancy by the entirety in real propertysurw_vorshlp right in that interest. Ac- ment, the term “transfer creating the
between husband and wife. Under seceordingly, the court held that the; .. .oqt” includes any inter vivos trans-
tion 2515, the creation of the tenancysurvivorship interest could be disclaime er that would be a completed qift und

: . A , pleted gift under
was not treated as a gift subject to gifwithin 9 months of the decedent’s death he qift tax requlations. whether or not a
tax unless the parties elected to treat th€he court concluded that the curren{ if 9 i b'I'g NN h ¢
creation of the tenancy as a gift. Rathenegulations are invalid to the extent thaTt tax liability arises on the transier
a transfer subject to gift tax occurs orthey require a survivorship interest in aand'whether or not the transfer comes
the termination of the tenancy (otherseverable joint tenancy to be disclaimed!ithin the scope of the gift tax. Simi-
than by reason of the death of one ofvithin 9 months of the creation of the '@y, the amendment clarifies that, for
the tenants) if the proceeds of terminatenancy. InEstate of Dancy v. Commis-{€stamentary transfers, the transfer creat-
tion are not divided according to thesioner 872 F.2d 84 (4th Cir. 1989) ing the interest occurs on the date of the
consideration furnished by each party tqinvolving personal property), anddecedent’s death, whether or not an
the tenancy. Under § 25.2518-2(c)(4)McDonald v. Commissioner853 F.2d estate tax is imposed on the transfer and
(i), in general, an interest in a tenancyl494 (8th Cir. 1988) (involving real whether or not the transfer comes within
created between 1976 and 1982 can hmroperty), the courts also held the reguthe scope of the estate tax. The amend-
disclaimed within 9 months of the datelations invalid. ment also clarifies that, in the case of a
of death of the first joint tenant to die, In McDonald the Eighth Circuit re- disclaimer of an interest passing pursu-
provided no election was made undemanded the case to the Tax Court t@ant to the exercise, lapse, or release of a
section 2515 to treat the creation of thaletermine if the disclaimer was othergeneral power of appointment, the dis-
tenancy as a gift. The disclaimant carwise qualified under section 2518. Onclaimer must be made within 9 months
disclaim up to the portion of the tenancyremand, the Service argued that sincef the exercise, lapse, or release of the
included in the decedent’s gross estatthe joint property was attributable en-power, regardless of whether the exer-
under section 2040. tirely to consideration furnished by thecise, lapse, or release is subject to estate

Section 2515 was enacted in the Indisclaiming spouse, the spouse could najr gift tax. The proposed regulations
ternal Revenue Code of 1954, effectivalisclaim any interest in the propertymake conforming changes to the estate
for tenancies created after December 3Linder section 2518. The Tax Courtand gift tax regulations.

1954, and was repealed with respect teejected this argument idicDonald v.

tenancies created after December 3XommissionerT.C.M. 1989-140. 2. Disclaimer of Jointly-owned Property
1981, by the Economic Recovery Tax The Service announced in A.O.D.

Act of 1981. The Technical and Miscel-CC-1990-06 (Feb. 7, 1990) that it will _The proposed amendments would re-

laneous Revenue Act of 1988 addedollow these decisions. vise the regulations to provide that, in
section 2523(i)(3) which provides that, general, if a joint tenancy may be
where the spouse of a donor is not &. Disclaimer of Joint Bank Accounts unilaterally severed by either party, then
citizen of the United States, the prin- a surviving joint tenant may disclaim

ciples of section 2515, as such section -2 gift tax purposes, the creation Ofthe one-half survivorship interest in
was in effect before its repeal, shall® JOINt bank account is treated as ayoperty held in joint tenancy with right
app|y (except for the provisions provid-mcomplete transfer since, genera”y' th%f survivorship within 9 months of the

ing for an election), in determining thecontributing joint tenant may unilaterally death of the first joint tenant to die,

gift tax consequences of the creation opvithdraw contributed funds without the even if the surviving joint tenant pro-

a joint tenancy or tenancy by the enConSent of the other joint tenant. Ac-yided some or all of the consideration
tirety in real property between husbancford'ngly’ unless a noncontributing jointtor the creation of the tenancy.

and wife. enant has withdrawn the funds, the o\ oionale of the courts iDancy

Although section 2515 was effectivetranSfer to a joint bank account does r]Okennedy and McDonald does not app’ly

for tenancies created after 1954 an&eco'm'e complete before the death of thf'o joint interests that cannot be unilater-
before 1982, and, in addition, the prin- Irst joint tenant. ally severed under applicable state law,
cles O Secon 2oL e e panaton of Provisios such 28 rerests el i tenartcy by e
after July 14, 1988, where the done§ |hterests and powers subject to thglonee spouse’s joint interest in the prop-

spouse is not a citizen, the special rulgjisciaimer rules erty that cannot be unilaterally severed
in the current regulation applies only to is created on the date the tenancy is
tenancies subject to section 2515 created The proposed amendment clarifiecreated. Therefore, the proposed amend-
after 1976 and before 1982. that the application of section 2518, oment to the regulations would reaffirm

The validity of the current regulationsthe commencement of the 9-month pethat any interest in a nonseverable
with respect to joint interests that areriod, is not dependent on the actuatotenancy, including the survivorship in-
unilaterally severable has been the submposition of a transfer tax when theterest, must be disclaimed within 9
ject of repeated litigation. IiKennedy v. interest to be disclaimed is created. Thenonths of the date of the creation of the
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tenancy. However, the Service request® the disclaimed interest. The dis-do not impose a collection of informa-
comments on whether or under whatlaimed interest in a joint bank accountion on small entities, the Regulatory
circumstances (e.g., tenancy by the er(the creation of which is treated as arFlexibility Act (5 U.S.C. chapter 6) does
tirety ownership of a personal residencejncomplete gift under the gift tax regula-not apply. Pursuant to section 7805(f) of
the rule applicable to unilaterally sever-ions), would lose its character as jointhe Internal Revenue Code, this notice
able interests should apply to interestproperty and pass through the decedentf proposed rulemaking will be submit-
that are not unilaterally severable. probate estate. Accordingly, under sucled to the Chief Counsel for Advocacy
The proposed amendments would exeircumstances, the interest disclaimed isf the Small Business Administration for
tend the special rule in § 25.2518-subject to inclusion in the decedent'scomment on its impact on small busi-
2(c)(4)(ii) to tenancies created after Degross estate under section 2033, ratheress.
cember 31, 1954, and on or beforghan section 2040(a) (providing for in- .
December 31, 1981, the entire perioglusion based on the contribution ofComments and Requests for a Public
during which section 2515 was in effect.each tenant) or section 2040(b) (providHearing
In addition, the special rule would being for inclusion of one-half the prop- Before these proposed regu|ati0n5 are
expanded to include tenancies create€rty in the case of certain joint tenancieg,yonted as final regulations, consider-
on or after July 14, 1988, where thebetween spouses). The balance of thgion will be given to any written com-
spouse of the donor is not a Unitedaccount not subject to the disclaimelonts (a signed original and eight (8)
States citizen. Under section 2523(i)(3)retains its character as joint property an%opies) that are submitted timely to the
the creation of such tenancies is als¢s includible in the decedents grossps Al comments will be available for
subject to the rules of former sectionestate under either section 2040(a) %Bublic inspection and copying. A public
2515. The special rule reflects the giftsection 2040(b). hearing may be scheduled if requested
tax treatment of the creation of a joint These rules are also made applicablg, writing by any person that timely
tenancy or tenancy by the entirety thato joint brokerage accounts, since th&,pmits written comments. If a public
was subject to section 2515. The reliefransfer tax treatment of these accountﬁearing is scheduled, notice of the date,
afforded by the special rule will apply generally parallels the treatment of joinkjme  ang place of the hearing will be
to all tenancies that were subject orbank accounts. See Rev. Rul. 69'148published in the Federal Register.
creation to section 2515. Under thel969-1 C.B. 226.

special rule, the amount that the surviv- ) Drafting Information
ing joint tenant can disclaim is depen-Proposed Effective dates he orincipal author of th |
dent on the amount that is includible in The principal author of these regula-

The amendments to § § 25.2518-1(ajions is Dale Carlton, Office of the
atn? t25-2|518'2(0)(3) (SUbISt'tUUznsglgzg()?Assistant Chief Counsel (Passthroughs
ienlai ; statutory language In section and Special Industries). However, per-
3. Disclaimer of Joint Bank Accounts p : : » P P
(2)(A) “wransfer creating the interest,” sonnel from other offices of the IRS and
The proposed regulations provide spefor “taxable transfer”) and conform- Treasury Department participated in
cific rules to address the disclaimer ofng changes to § § 20.2041-3(d)(6)() their development.
joint bank accounts. Because the transfe}0.2046-1, 20.2056(d)-2(a) and (b),
Creating the interest in the funds remain25.2511'1(c)(1), 252514'3(C)(5), arePrOposed Amendments to the Regula'
ing in the bank account at the death oproposed to be effective for transfergions
the first joint tenant to die occurs at thatcreating the interest or power to be -
tenant's death, the 9-month period fodisclaimed made after the date of publi- rs ccr(;rd(;rslglg,tnggI;Ir?ngr?crjtsdzgszafrgﬂozv\?S.
making the qualified disclaimer com-cation as final regulations in the Federaf'® ProP .
mences on the death of the first jOintRegBter-_Howeverr Treasury and the IR%ART 20—ESTATE TAX; ESTATES
tenant. do not view these amendments as PreSE DECEDENTS DYING AFTER
The proposed regulations also clarifySC"iPing_any new rules for applying o ycusT 16, 1954

that a surviving joint tenant cannotS€ction 2518. L
disclaim any portion of the account The amendments to § 25.2518-2(c)(4) Paragraph 1. The authority citation

attributable to that survivor’s contribu- (félating to the disclaimer of joint prop- for part 20 continues to read in part:
tion to the account. These contributec®y and bank accounts) are proposed to Authority: 26 U.S.C. 7805 * * *

funds are property owned by the survipe effective for d|scla|_mers made after Par. 2. Section 20.2041-3 is amended
vor during the cotenancy and the survifne date these regulations are publishegs follows:

vor cannot disclaim property the survi-N the Federal Register as final regula- 1. Paragraph (d)(6)(i) is amended by

the decedent’s gross estate.

vor has always owned and nevetOns. revising the first sentence and by adding
transferred. Further, the proposed regulaé ial Anal a new second sentence.
tions clarify that this rule applies even if pecial Analyses 2. Paragraph (d)(6)(iii) is added.

only one-half of the property is included |t has been determined that this notice The additions and revisions read as

in the decedent's gross estate undesf proposed rulemaking is not a signifi-follows:

section 2040(b) because the joint tenantgant regulatory action as defined in E.O .

are married. 12866. Therefore, a regulatory assess 20-2041-3 Powers of appointment
The proposed regulations also clarifyment is not required. It has also beeffreated after October 21, 1942.

the estate tax treatment of a disclaimedetermined that section 553(b) of the ook xx

interest in a joint bank account. StateAdministrative Procedures Act (5 U.S.C. (d)***

law generally treats a disclaimant ashapter 5) does not apply to these (6)(i) A disclaimer or renunciation of

predeceasing the decedent with respeotgulations and because the regulatiors general power of appointment created
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in a transfer made after December 3linterest occurs, see § 25.2518-2(c)(3) 1. Paragraph (c)(5) is amended by

1976, is not considered to be the releasand (c)(4) of chapter 12. * * * revising the first sentence and adding a

of the power if the disclaimer or renun- (b) Disclaimer by a person other new second sentence.

ciation is a qualified disclaimer as de-than a surviving spouséf an interest in 2. A new paragraph (c)(7) is added.

scribed in section 2518 and the correproperty passes to a person other than The additions and revisions read as

sponding regulations. For rules relatinghe surviving spouse from a decedentfollows:

to when the transfer creating the poweand the interest is created in a transfer )

occurs, see § 25.2518-2(c)(3). * * * made after December 31, 1976, and —8 25.2514-3 Powers of appointment
% % % % (1) The person other than the survivcreated after October 21, 1942.

g spouse makes a qualified disclaimer I

ith respect to such interest, and (c) ***

(2) The surviving spouse is entitled (5) *** A disclaimer or renunciation

such interest in property as a result obf a general power of appointment cre-

uch disclaimer, the disclaimed interesated in a transfer made after December

is treated as passing directly from the31, 1976, is not considered a release of

decedent to the surviving spouse. Fothe power for gift tax purposes if the

rules relating to when the transfer creatdisclaimer or renunciation is a qualified

Par. 3. Section 20.2046-1 is revisedng the interest occurs, see § 25.2518disclaimer as described in section 2518

(iii) The first and second sentences ow
paragraph (d)(6)(i) of this section are
effective for transfers creating the powe
to be disclaimed made after the date oio
publication as final regulations in the
Federal Register.

* * * * *

to read as follows: 2(c)(3) and (c)(4) of chapter 12. and the corresponding regulations. For

(c) Effective date.The first and sec- rules relating to when a transfer creating

§ 20.2046-1 Disclaimed property. ond sentences of paragraphs (a) and (ihe power occurs, see 8§ 25.2518-
of this section are effective for transfers2(c)(3). * * *

di ((a:ll)a':;”nhéf osreg:'?nncsgtaéln %‘?pg] .tnote':gecreating the interest to be disclaimed o % % %
inlstheI erson disucla:miln by a tlransfgﬁmade after the date of publication as (7) The first and second sentences of
P g by final regulations in the Federal Registerparagraph (5) of § 25.2514-3(c) are ef-

m?de ?fttgr I:t)ecer:n betrh 3% ’ 1?76' Fc;r _ fective for transfers creating the power
s reiating ‘o when e ranste T CeotPART 25—GIFT TAX; GIFTS MADE to be disclaimed made after the date of
Ing the interest occurs, see § 25.2518AFTER DECEMBER 31, 1954 publication as final regulations in the
2(c)(3) and (c)(4) of chapter 12. If a o Federal Regist

qualified disclaimer is made with re- Par. 5. The authority citation for part~€deral Register.

spect to such a transfer, the Federad> is amended by adding an entry in N
estate tax provisions are to apply withhumerical order to read as follows: Par. 8. Section 25.2518-1 is amended
respect to the property interest dis- Authority: 26 U.S.C. 7805 * * * as follows: _ _
claimed as if the interest had never beefection 25.2518-2 is also issued under 1. Paragraph (a)(1) is revised.
transferred to the person making thé&6 U.S.C. 2518(b). * * * 2. In paragraph (a)(2), the third,
disclaimer. See section 2518 and the Par. 6. Section 25.2511-1 is amendetburth, and fifth sentences of th&x-
corresponding regulations for rules relatas follows: ampleare revised and a new sentence is
ing to a qualified disclaimer. 1. In paragraph (c)(1), the fourth sen-added after the third sentence.

(b) The first and second sentences dfence is revised. 3. A new paragraph (a)(3) is added.

this section are effective for transfers 2. A new paragraph (c)(3) is added. The additions and revisions read as
creating the interest to be disclaimed The additions and revisions read agollows:
made after the date of publication agollows:

final regulations in the Federal Register. § 25.2518-1 Qualified disclaimers of
Par. 4. Section 20.2056(d)-2 is8 25.2511-1 Transfers in general. property; In general.
amended as follows: %% % (@) ***(1) In general. The rules

1. Paragraph (a) is amended by revis- . ; : )
ing the first sentence and adding a new (€)(1) *** However, in the case of a;g_szcéllbge_g ;I;;)ps §t02?h.§5%qiallifiégrogigr]

sentence after the first sentence, andiansfer creating an interest in property - ) ; ,
paragraph (b) is revised (within the meaning of § 25.2518- claimer of an interest in property which
' created in the person disclaiming by a

2. A new paragraph (c) is added2(c)(3) and (c)(4)) made after Decembef®
The additioer)s agr’1d IOrevi(si)ons read asl, 1976, this paragraph (c)(1) shall no ransfer made after December 31, 1976.

] apply to the donee if, as a result of ah general, a qualified Qisclaimer is an
follows: qﬂgl?lcied disclaimer by the donee thelévocable and unqualified refusal to
§ 20.2056(d)-2 Marital deduction; ef- interest passes to a different donee. * * *accept the ownership of an interest in

fect of disclaimers of post-December 31 % % % property. For rules relating to the_deter-
' mination of when a transfer creating an

1976 transfers. (3) The fourth sentence of paragraphnierest occurs, see § 25.2518-2(c)(3)
(@) ***If a surviving spouse dis- (c)(1) of this section is effective fo_r and (4).

claims an interest in property passing tdfansfers creating an interest to be dis- 5y x++ The transfer creating the

such spouse from the decedent creatdi@imed made after the date of publicaiemainger interest in the trust occurred

in a transfer made after December 310N as final regulations in the Federal, 1968 see § 25.2511-1(c)(2). There-

1976, the effectiveness of the disclaimeReJISter. fore, section 2518 does not apply to the
will be determined by section 2518 and L A A disclaimer of the remainder interest be-
the corresponding regulations. For rules Par. 7. Section 25.2514-3 is amendedause the transfer creating the interest
relating to when the transfer creating theas follows: was made prior to January 1, 1977. If,
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however, W had caused the gift to bdransfer. For example, a bequest ointerest to which the disclaimant suc-
incomplete by also retaining the powerforeign-situs property by a nonresidenteeds by right of survivorship, regard-
to designate the person or persons talien decedent is regarded as a transféess of the portion of the property
receive the trust principal at death, andgreating an interest in property even ifattributable to consideration furnished
as a result, no transfer (within thethe transfer would not be subject toby the disclaimant and regardless of the
meaning of § 25.2511-1(c)(2)) of theestate tax. If there is a transfer creatingortion of the property that is included
remainder interest was made at the timan interest in property during thein the decedent’s gross estate under
of the creation of the trust, section 2518ransferor’s lifetime and such interest issection 2040. See § 25.2518-2(c)(5),
would apply to any disclaimer madelater included in the transferor’s grossExample (7).
after W's death with respect to anestate for estate tax purposes (or would (ii) Interests that are not unilaterally
interest in the trust property. have been included if such interest werseverable.Except as provided in para-
(3) Section 25.2518-1(a)(1) is effec-subject to estate tax), the 9-month pegraph (c)(4)(iii) of this section with
tive for transfers creating the interest taiod for making the qualified disclaimer respect to interests created after 1954
be disclaimed made after the date ofs determined with reference to theand before 1982 and certain interests
publication as final regulations in theearlier transfer creating the interest. Ircreated after July 14, 1988, if an interest

Federal Register. the case of a general power of appointin joint property with right of survivor-
ok x % % ment, the holder of the power has ahip or an interest held as a tenant by
Par. 9. Section 25.2518-2 is amende8-month period after the transfer creatthe entirety is not unilaterally severable
as follows: ing the power in which to disclaim. If a under local law, a qualified disclaimer
1. Paragraph (c)(3) is redesignated agerson to whom any interest in propertyof the interest or any portion of the
paragraph (c)(3)(i). passes by reason of the exercise, releaspterest must be made no later than 9
2. Newly designated paragraphor lapse of a general power desires tononths after the transaction creating the
(c)(3)(i) is amended as follows: make a qualified disclaimer, the dis-tenancy. A tenant by the entirety or

a. In the first, eighth, and eleventhclaimer must be made within a 9-monthother cotenant who cannot unilaterally
sentences, the word “taxable” is re-period after the exercise, release, osever the interest under applicable local

moved in each place it appears. lapse regardless of whether the exerciséegw cannot make a qualified disclaimer
b. In the third and ninth sentencesrelease, or lapse is subject to estate @f any portion of the joint interest to the
the language “taxable transfer” is re-gift tax. *** extent attributable to consideration fur-

moved and “transfer creating an inter- (ii) Sentences 1, 3 through 10, and 1dished by that tenant even if the dis-
est” is added in each place it appearsof paragraph (c)(3)(i) of this section areclaimer is made within 9 months of the
c. The fourth, fifth, sixth, and seventheffective for transfers creating the intercreation of the tenancy. See § 25.2518-

sentences are revised. est to be disclaimed made after the dat2(c)(5), Example (8).

d. A new sentence is added after the@f publication as final regulations in the (iii) Tenancies in real property be-
fourth sentence. Federal Register. tween spouses created before 1982 and
3. A new paragraph (c)(3)(ii) is (4) Joint property — (i) Interests that certain tenancies in real property be-
added. are unilaterally severable.Except as tween spouses created on or after July
4. Paragraph (c)(4) is revised. provided in paragraph (c)(4)(iv) of this14, 1988.In the case of a joint tenancy

5. In paragraph (c)(5)gxample (7)is section with respect to joint bank ac-between spouses or a tenancy by the
revised. counts and joint brokerage accounts, imntirety in real property created after

6. In paragraph (c)(5)Example (9)is the case of an interest in a joint tenancyl954 and before 1982 where no election
redesignated aExample (13)and newly with right of survivorship or a tenancy was made under section 2515, or a joint
designatedExample (13)is revised. by the entirety that either joint tenanttenancy between spouses or a tenancy

7. In paragraph (c)(5)gxample (8)is can sever unilaterally under local law, &y the entirety in real property created
redesignated agExample (9)and newly qualified disclaimer of the interest toon or after July 14, 1988, to which
designatedeExample (9)is revised. which the disclaimant succeeds as donesection 2523(i)(3) applies (relating to

8. In paragraph (c)(5)Example (10) upon creation of the tenancy must bdhe creation of a tenancy where the
is redesignated aExample (12)and the made no later than 9 months after thespouse of the donor is not a United
first sentence of newly designatdeix- creation of the tenancy. A qualified States citizen), the surviving spouse
ample (12)is revised. disclaimer of the survivorship interest tomust make a qualified disclaimer no

9. In paragraph (c)(5), nelgxamples which the survivor succeeds by operatater than 9 months after the death of
(8), (10), (12), (14), and(15), are added. tion of law upon the death of the firstthe first spouse to die. The surviving

The additions and revisions read agoint tenant to die must be made no latespouse may disclaim any portion of the
follows: than 9 months after the death of the firsfoint interest that is includible in the

) _joint tenant to die. See, however, sectiomlecedent’s gross estate under section
§ 25.2518-2 Requirements for a quali-2518(b)(2)(B) for a special rule in the2040. See § 25.2518-2(c)(5Examples

fied disclaimer. case of disclaimers by persons undef9) and(10).
LA T S age 21. Except as provided in paragraph (iv) Special rule for joint bank and
(c) *** (c)(4)(iii) of this section (with respect to brokerage accounts established between

(3)()) ***With respect to transfers certain tenancies in real property createdpouses or between persons other than
made by a decedent at death or transfeedter 1954 and before 1982 and certailhusband and wife.ln the case of a
that become irrevocable at death, théenancies created on or after July l4transfer to a joint bank account or a
transfer creating the interest occurs 01988), the interest that may be disjoint brokerage account, if a transferor
the date of the decedent’s death, even tflaimed within 9 months after the deathmay unilaterally withdraw the trans-
an estate tax is not imposed on thef the first joint tenant to die is the feror’s own contributions from the ac-
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count without the consent of the otheioint tenancy with right of survivorship that was percent of the account balance that was not
cotenant, the transfer creating the SurviL_mlIateraIIy severable under local law. _ disclaimed retal_ns_ its charagter’ as joint property
's interest in a decedent's share o Example (10).Assume the same facts as mand,_thergfore, is includible in As gross estate as
vors inte fexample (9) except that the land was purchased qgorovided in section 2040(b). Therefore, 30 percent
the account occurs on the death of th&arch 1, 1989, and W is not a United States(1/2 x 60 percent) of the account balance is
deceased cotenant. Accordingly, if a sursitizen. W has until 9 months after June 1, 1997jncludible in As gross estate under section
viving ointtenant desires to make & T 8 ee s i the nteresocount balance s includible i As gross ssare, I
qua“fled dlsc_:lalmer with respect toi cludible in H's gross estate under sectionA and B were not married, then the 40 percent
funds Cont”b{lted. by a deceasegoso(). The result would be the same if theportion of the account subject to the disclaimer
cotenant, the disclaimer must be maderoperty was held in joint tenancy with right of would be includible in A's gross estate as provided
within 9 months of the cotenant’s deathsurvivorship that was unilaterally severable undein section 2033 and the 60 percent portion of the
i ini io_local law. account not subject to the disclaimer would be
Tlh.e surviving i_OInt tfentant ma}[/ hot dISt Example (11).In 1986, spouses A and B includible in As gross estate as provided in
claim any portion of the joint account ,,chased a personal residence taking title as joirsection 2040(a), because A furnished all of the
attributable to consideration furnishedenants with right of survivorship. Under appli- funds with respect to the account.
by that surviving joint tenant. Seecable state law, the interest in the tenancy may be

25.2518-2(c)(5)Examplesl3, 14 and unilaterally severed by either party. B dies on July - .
?_5 re ardir(1 )( t)hE! trepatment of diS-lO’ 1997. A wishes to disclaim the one-half Mar_garet Milner Richardson,
, _regarding ; undivided interest to which A would succeed by Commissioner of Internal Revenue.
claimed interests under sections 251§ight of survivorship. If A makes the disclaimer,

. oo~ (Filed by the Office of the Federal Register on
2033 and 2040. the property interest would pass under B's will (O august 20, 1996, 8:45 a.m., and published in the

(v) Effective date. This paragraph the!(rj child Ct:BC dan tﬁdmt('j an_lclj A rte_zsidectj in tr.'é'}issue of the Federal Register for August 21, 1996,
(c)(4) is effective for disclaimers made s & ot = & e o o & ono.hatB1 F-R- 43197)

s . _<there in the future. A continues to own a one-hal
after the date of publication as finalngivided interest in the property. Assuming that

regulations in the Federal Register. the other requirements of section 2518(b) ar
(5) Examples. *** satisfied, A may make a qualified disclaimer witherelephone Numbers on
respect to the one-half undivided survivorshipStatements—Forms W-2G, 10_987
ok x % % interest in the residence if A delivers the written1099, and 8308—Penalty Waiver

Example (7).On February 1, 1990, A purchaseddisclaimer to the personal representative of B's
real property with As funds. Title to the property estate by April 10, 1998, since A is not deemed toAnnouncement 96-88
was conveyed to “A and B, as joint tenants withhave accepted the interest or any of its benefits
right of survivorship.” Under applicable state law, prior to that time and As occupancy of the The Taxpayer Bill of Rights 2 (P,l_,
the joint int_erest is unilaterally sever_able b)_/ eitherresigjence af_te_r B’s death _is _consistent with A’5104—168) requires payers to provide the
tenant. B dies on May 1, 1997, and is survived byretained undivided ownership interest. teleph b f t tact
A. On January 1, 1998, A disclaims the one-half Example (12).H and W, husband and wife, elephone number of a person to contac
survivorship interest in the property to which Areside in state X, a community propertyON Certain statements to recipients, gen-
succeeds as a result of B's death. Assuming thattate. * * * erally Copy B of the forms listed below.
the f?’”&erA fhequ"e”éems OfI_?egtidQ” |2_518(b)f are Example (13)On July 1, 1990, A opens a bank This number must provide direct access
satisfied, as made a qualified disclaimer of theaccount that is held ]0I[1t|y with B, As spouse, andtq gn individual who can answer ques-
onejhalf survivorship interest (_but not the interestransfers $50,000 of A's money to the account. A. bout th tat t Thi
retained by A upon the creation of the tenancyand B are United States citizens. A can regain thdONS abou e slatement. IS new
which may not be disclaimed by A). The result isentire account without B's consent. The transfer if€quirement applies to the 1996 forms
the same whether or not A and B are married andot a completed gift under § 25.2511-1(h)(4). Adue to recipients by January 31, 1997.
regardless of the proportion of consideration furdie§ on August 15, 1997, and B disclaims theBecause the legislation was enacted af-
nished by A and B in purchasing the property.entire amount in the bank account on October 1 er the 1996 forms were printed. a

Example (8).0n March 1, 1997, A purchases a1997. Assuming that the remaining requirementsg . - p !
parcel of real property that is conveyed to A andof section 2518(b) are satisfied, B made a qualif@ilure to include a ph_one numb?r on
As spouse, B, as tenants by the entirety. Afied disclaimer under section 2518(a) because ththe 1996 statements will be considered
provides the consideration for the purchase. Undetisclaimer was made within 9 months after Asto have arisen from an event beyond the
applicable state law, the tenancy cannot be uniladeath at which time B had succeeded to fu"COhtI‘Ol of the filer. As a result. the
erally severed by either tenant. In order to be alominion and control over the account. Under L '
qualified disclaimer, any disclaimer by B of B's state law, B is treated as predeceasing A Witlpenalty under section _6722 of t_he Inter-
interest in the property must be made within 9respect to the disclaimed interest. The disclaimefial Revenue Code_ will be waived for
months of the creation of the tenancy (i.e., withinaccount balance passes through As probate estateasonable cause if the next statement
9 rtr_lonths of‘(l:\illanih 1, %997t)h. Since A [t)rovidt;d ttr\eand is ntotlongzr jointt‘prog%% iﬁludib{_e in As required to be provided (genera”y for
entire consideration for the property an egross estate under section . The entire accou :
tenancy is not unilaterally severable, A may notis, instead, includible in As gross estate underTbg?) includes the phone _number' .
disclaim any interest in the tenancy. section 2033. The result would be the same if A Although the penalty will be waived

Example (9).0n March 1, 1977, H and W and B were not married. for 1996, payers are encouraged to enter
purchase a tract of vacant land which is conveyed Example (14). The facts are the same _asthe telephone number anywhere they
to th_em as tenants by the entirety. The entir&Example (13) except that B, rather than A, (#es choose on the recipient statements. The
consideration is paid by H. H does not elect, undeon August 15, 1997. A may not make a quallfledlaw requires that the information be
section 2515, to have the transaction treated as disclaimer with respect to any of the funds in the q
transfer for purposes of Chapter 12. H dies orbank account, because A furnished the funds foentered on Forms W-2G, 1098, 1099—A,
June 1, 1997. W can disclaim one-half of the jointthe entire account and A did not relinquish1099-B, 1099-DIV, 1099-G (excluding
interest because this is the interest includible irdominion and control over the funds. state or local income tax refunds),
H’s gross estate under section 2040(b). Assuming Example (15). The facts are the same as _ _ ; oo
that W’s disclaimer is received by the executor ofExample (13) except that B disclaims 40 percen '1099b INT, 1099 é\ﬂlsiég)g(cgﬂgng ]_fésghg
H's estate no later than 9 months after June 19f the funds in the account. Since, under state IaV\!,ng oat procee S)’ B ’ _
1997, and the other requirements of sectiorB is treated as predeceasing A with respect to thPATR and 1099-S. However, payers
2518(b) are satisfied, W's disclaimer of one-halfdisclaimed interest, the 40 percent portion of thealso are encouraged to furnish the tele-
becalise he ransier which created Ws mierost of A probate.estate. and is.no longer charactelyiONC fumber on other Forms 1099,
treated as not occurring until H's death, since ndzed as joint property’. This 40 percent portion ofThe 1997, reVISanS of the forms listed
election was made under section 2515. The resulhe account balance s, therefore, includible in As8bove Wwill require that the telephone
would be the same if the property was held ingross estate under section 2033. The remaining @umber be included in the filer name

1996-38 |.R.B. 150



and address area. The telephone numbir the key district offices in Atlanta, ACTION: Correction to notice of pro-

is not required on Copy A of paperGeorgia, and Baltimore, Maryland,

posed rulemaking.

forms nor on magnetic media filed withshould be sent to the Internal Revenu%UMMARY' This document contains

the IRS.
The telephone number also must bat the address shown below. (For
provided on Form 8308, Report of aperiod of time, requests and application

Sale or Exchange of Certain Partnershimistakenly sent to the Atlanta and Balti-

Interests, required to be furnished aftemore Key District Offices will be for-
1996. Form 8308 is being revised acwarded.) The new address applies t
cordingly. requests for determination letters,
gional prototype notification letters and

Employee Plans and Exempt
Organizations; Requests for Certain
Determination Letters and
Applications For Recognition of
Exemption

Announcement 96-92
1024, and other letter applications fo
PURPOSE recognition of qualification or exemp-
This is to announce new “Where totion. The affected plan sponsors an

File” instructions for applications for organizations are those whose prmCngporth"O interest. The notice of pro-

tposed rulemaking proposes to remove

employee plans determination letters andffice or place of business is located i
other letters and exempt organizationd\labama, Arkansas, Delaware, Distric
applications for recognition of exemp-of Columbia, Florida, Georgia, Louisi-

tion from federal income tax, previouslyana, Maryland, Mississippi, New Jersey
h

sent to the Atlanta and Baltimore KeyNorth Carolina, Pennsylvania, Sout

District Offices of Internal Revenue.Carolina, Tennessee, Virginia, or anysy, = .
U.S. possession or foreign country.O
These requests or applications should bt%

BACKGROUND

The Internal Revenue Service is insent to:
the process of centralizing the filing of
requests for determination and other P.O. Box 192
letters and appllcatlons for recognition Covington, KY 410120192
of tax exemption. Currently, plan spon-
sors and organizations file with one of Until further notice, plans and organi-
seven district offices depending on thezations in all other locations will con-

Internal Revenue Service

geographic location of the plan’s ortinue to file their requests or applica-

organization’s principal office or placetions in accordance with the instruction

Service Center in Covington, Kentucky,

re-

volume submitter advisory letters, on the
qualified status of employee plans unde
sections 401, 403(a), and 409, and th
exempt status of any related trust unde
section 501 of the Internal Revenuet
Code, applications for recognition of tax.
exemption on Form 1023 and Form
I

corrections to the notice of proposed
ulemaking (INTL-062-90; INTL-

032-93; INTL-52-86; INTL-52-94
[1996-19 I.R.B. 26]) which was pub-
ished in theFederal Registerfor Mon-

ay, April 22, 1996 (61 FR 17614). The
notice of proposed rulemaking relates to
the withholding of income tax under

ource income paid to foreign persons,
e related tax deposit and reporting
requirements under section 1461, and
he related collection, refunds, and cred-
its of withheld tax under sections 1461
through 1463 and section 6402. In addi-

%:ctions 1441 and 1442 on certain U.S.

tion, the notice of proposed rulemaking

nder sections 871(h) and 881(c) for

q?lso relates to the statutory exemption

certain temporary employment tax regu-
lations under the Interest and Dividend
ompliance Act of 1983 and to amend
regulations under sections
d 6050N. The notice of pro-
sed rulemaking also proposes changes
proposed regulations contained in
project number INTL-52-86, published
on February 29, 1988 (53 FR 5991)
under sections 6041, 6042, 6045, and
6049. The document proposes related
changes to the regulations under sec-
tions 163(f), 165(j), 3401, 3406, 6114,
and 6413 and proposes further changes
to the proposed regulations under sec-

existing

Sion 6109 contained in project number

of business. Announcement 95-51, pubin Section 7 of Revenue Procedurg _4554_ga published on June 8, 1995

lished in Internal Revenue Bulletin96-8, published in Internal Revenu
1995-25 at page 132, announced thdulletin 1996-1 at page 187, and th
centralization will be phased in by dis-instructions on Form 8717, User Fee fo
trict.

r

e(60 FR 30211). The document proposes

0 remove certain regulations under in-
come tax treaties.

Employee Plan Determination Letter Re-

The Service is also consolidating thequest, or Form 8718, User Fee forOR FURTHER INFORMATION CON-
volume submitter and regional prototypeExempt Organization Determination Let-TACT: Philip Garlett, (202) 622-3880

programs that are presently maintaineter Request.
by each individual region. Plans previ-
ously approved by a key district office

LT ~’General Revision of Regulations
whose determination letter |orocessm§12eIating to Withholding of Tax on

program is being transferred to Cincm—Certain U.S. Source Income Paid to
nati, will be reviewed using the SameForeign P-er.sons and Related
criteria and procedures used by th ollection, Refunds, and Credits:

original district office. New guidelines Revision of Information Reporting

are being developed that will combinealnd Backup Withholding

the features and procedures currently i?{egulationS' and Removal of

e e oteInes o AneRegulatons Under Part 358 and of
9 ertain Regulations Under Income

prototype programs will be explained iNTay Treaties: Correction
a future announcement.

INSTRUCTIONS

Beginning September 1, 1996, letteAGENCY: Internal
requests and applications previously ser{tRS), Treasury.

151

Announcement 96-93

Revenue Service

for questions on proposed regulations
under sections 1441, 1442, 1461, 1462,
1463, 3401, 6402, and 6413;

Gwendolyn Stanley, (202) 622—-3860 for
guestions on payments to partnerships;
Carl Cooper, (202) 622—-3840 for ques-
tions on proposed regulations under sec-
tion 163(f), 165(j), 871(h) and 881(c)

and on withholding agreements; Teresa
Burridge Hughes, (202) 622-3880 for

guestions on proposed regulations under
section 6041 through 6049, 6050N;

Teresa Burridge Hughes, (202) 622-
3880 and Renay France, (202) 622-4910
for questions on proposed regulations
under section 3406; Elissa Shendalman,
(202) 622—-3870 on proposed regulations
under sections 6045 and 6049 relating to
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the reporting of payments made in &(b), A9 and that are proposed” is 12. On page 17638, column 2,
currency other than the U.S. dollar orcorrected to read “§ 35a.9999-5(b).8 1.1441-1(e)(4)(ii)(B), line 10, the lan-
transactions subject to section 988; LiloA-9 and that are proposed”. guage “1(c)(2)(ii) or the taxpayer identi-
Hester, (202) 874-1490 for questions on 4. On page 17626, column 3, in thefying” is corrected to read “1(c)(2)(i) or
proposed regulations under sectiopreamble following the paragraph headthe taxpayer identifying”.
6109; David F. Bergkuist, (202) 622—ing “Section 1.1441-4 Certain Exemp- 13. On page 17641, column 2,
3860 for questions on proposed regulations From Withholdin the first full 8§ 1.1441-1(f)(3)(i), line 4, the language
tions under section 6114 (numbers arparagraph, line 11, the languagéis presumed made to a U.S. person if
not toll-free). “(which expired on February, 1993). A’ the” is corrected to read “is presumed
ﬁ\ltf:%PéﬁXﬁgLARY ::seg%;er;tef ;cg) gl‘gfdA"-(WhICh expired On:id;fl:u[io ::)rzzzz]unless the”.
' 5. On page 17628, column 2, in the™ ™
Background preamble under the paragraph heading 14. On page 17645, column 3,
“Section 1.1441-7 General Provisionss 1.1441-3(e)(2), line 17, the language
The notice of proposed rulemakingrelating to Withholding Agerits the “dollar amounts withheld from year to”
that is the subject of these correctionsalicized second paragraph from thgs corrected to read “dollar amounts
are under sections 163(f), 165(j), 871pottom of the column, is corrected towithheld and from year to”.
881, 1441, 1442, 1461, 1462, 1463read as follows:
3401, 3406, 6041, 6041A, 6042, 6045, Section 1.1441-7(b)(3) of the existing® -~ -+ [Corrected]
6049, 6050N, 6109, 6114, 6402, andegu|ati0n5 is proposed to be removed, 15. On page 17647, column 2,
6413 of the Internal Revenue Codepending comments on the continuingd 1.1441-4(b)(2)(ii) introductory text,
_ necessity of providing guidance on taxline 6, the language “the penalties of
Need for Correction free covenant bonds. perjury, and contain the” is corrected to
As published, the notice of proposed 6. On page 17630, column 2, in theréad “penalties of perjury, and contain
rulemaking (INTL—062-90: INTL— Preamble under the paragraph headinge”.
0032-93; INTL-52-86; INTL-52-94) “Section 1.1461-1 Deposit and Return 16. On page 17648, column 2,
contain errors which may prove to beof Tax Wlthheld, the last two para- § 11441_4(1:)(2)’ line 3' the Ianguage
misleading and are in need of clarifica-graphs under that paragraph heading aré@ date that is 60 days after the date

tion. merged. 'these" is corrected to read “the date that
7. On page 17632, column 1, in thdS 60 days after the date these”.
Correction of Publication preamble following the paragraph heads 1 1441-6 [Corrected]

. - ing “Section 31.3401(a)(6)-1(e) Income
Accordingly, the publication of the Egempt From Incom(e)(Tgé,x I(in)e 18 17. On page 17649, column 3,

notice of proposed rulemaking (INTL—fom the top of the column, the lan-8 1.1441-6(b)(1), line 22 from the top
062-90; 'INTL-0032-93; INTL-52-86; g,5q¢ “Withrﬁ)olding certificate should to Of the column, the language “‘meaning
INTL-52-94) which is the subject of her"is corrected to read “withholding Of section 267(b) and 707(b),” is cor-

FR Doc. 96-8936 is corrected as fol-gtificate should be”. rected to read “meaning of section
lows: 267(b) or 707(b),”.
1. On page 17619, column 1, in the§ 1.871-14 [Corrected] 18. On page 17649, column 3,

preamble following the paragraph head- § 1.1441-6(b)(1), lines 31 and 32 from
ing “ Section 1.165-12 Denial of Deduc- ?‘89{1 1fage|_ 1723]?' ctohlun:n 2];the top of the column, the language
tion for Losses on Registration-Require -871-14(a), line rom e 1op Oluipis chapter. See paragraph (d) of this

Pt ; ; he column, the language “871(h) or ' . S
Obligations Not in Registered Fofin . . . section for circumstances under which
the last line in the first paragraph i5882(a) if such interest is” is corrected to:

.. : ; is corrected to read “this chapter. See
corrected to read “in Section 35a.9999-€ad “871(b) or 882(a) if such interestg 1.1441-1(e)(4)(v) for circumstances

4T, A-5 that the person is not a U.S!S - under which”.
person.” and the italicized heading pre-s 1 1441-1 [Corrected
ceding the second paragraph is remove§. [ ] § 1.1461-2 [Corrected]

2. On page 17621, column 1, in the 9. On page 17635, column 1, 19. On page 17656, column 3,
preamble following the paragraph head§ 1.1441-1(b), line 10, the languages 1.1461-2(a)(2)(ii), line 8, the lan-
ing “Section 1.1441-1 Requirement forf‘of tax and for the withholding agent” guage “must provide a copy or such
the Withholding of Tax on Payments tds corrected to read “of tax and forreceipt to” is corrected to read “must
Foreign Persony line 16 from the top Which the withholding agent”. provide a copy of such receipt to”.
of the column, the language “continue 10. On page 17636, column 2,
to apply trusts. See § 1.1441—" is cor-§ 1.1441-1(c)(6)(i))(B), line 17 from S 1.6041-1 [Corrected]
rected to read “continue to apply tothe top of the column, the language 20. On page 17657, column 3,

trusts. See § 1.1441-". ‘payments made to a singldoreign § 1.6041-1(a)(1)(ii), line 14, the lan-
3. On page 17621, column 3, in theentity’ is corrected to read “payments guage “royalties); or section 6050P(a)
preamble following the paragraph headmade to a single foreign entity”. or (b)” is corrected to read “royalties);

ing “Section 1.1441-1 Requirement for 11. On page 17637, column 3,or section 6050P(a) and (b)".
the Withholding of Tax on Payments ta8 1.1441-1(e)(3)(ii))(E), line 1, the lan- _

Foreign Person§ the second full para- guage “If the information is not assum-§ 1.6041—4 [Corrected]
graph, line 3 from the bottom of theing” is corrected to read “If the quali- 21. On page 17658, column 2,
paragraph, the language “8§ 1.9999-ied intermediary is not assuming”. § 1.6041-4(b)(1), line 8, the language
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“middleman. The termmiddlemarn is § 301.6114-1 [Corrected] El Coqui Sports and Prevention League,
corrected to read “middleman and the Lancaster, PA
term middlemar. 30. On page 17666, column 3,epnyironmental Compliance Oversight
§ 301.6114-1(a)(1)(ii), line 7 from the ;

22. On page 17658, column 3 " Corporation, Trevose, PA
§ 1.6041-4(d), line 10, the languagdPP ©Of the column, the language "undergy/T High School Alumni Association
“furnished such certification or” is cor- ‘the p::‘nglltltes ofdp(‘—?r]u(;y (@s Wltta."” 'Sf Inc., Baltimore, MD
rected to read “furnished required certi-"0"cced 10 read tunder penallies Olpaces of Hope Foundation, Washington,

fication or”. perjury (as well’. DC
] ) Fairview Village Nursing Center,
§ 1.6045-1 [Corrected] Cynthia E. Grigsby, | ewisberry, PA

_ Chief, Regulations Unit, Family Information Resource Support
23. On page 17660, column 3, amen-  Assistant Chief Counsel (Corporate). Team Place Inc., Annandale, VA
datory instruction 4. under Par. 34, (Filed by the Office of the Federal Register onFamilyland Foundation, Inc., Ft. Myers,

is corrected to read as follows: ~ August 14, 1996, 8:45 a.m., and published in the FL
4. Revising paragraph (g)(1) headingissue of the Federal Register for August 15, 1996Family Visions Inc., Penn Hills, PA

removing paragraph (g)(1) introductory6l F.R. 42401) Fauquier Alliance for Recreation,

text; and revising paragraphs (g)(1)(i) Warrenton, VA

and (9)(2) through (g)(4). _ _ Fauquier Veterans Memorial Committee
24. On page 17661, column 2 Foundations Status of Certain Inc., Warrenton, VA

§ 1.6045-1(g)(4)(ii), last line in the col- Organizations Fellowship of Friends of African

umn, the language “holds a valid Form Descent, Philadelphia, PA

W-8 on a date that” is corrected to read NNOUNcement 96-94 Finefrock & Stumpfs Charlotte Street
“holds a valid Form W-8 on the date The following organizations have Gym, Lancaster, PA

that”. failed to establish or have been unabl&ire Streak Ministry, Coatesville, PA
to maintain their status as public charifirst Atlantic Inc., Laurel, MD
§ 1.6049-4 [Corrected] ties or as operating foundations. AccordFish, Williamsburg, VA

25. On page 17662, column 1'ingly, grantors and contributors may_not,Foundation for Animal Rights Advocacy
§ 1.6049-4(c)(1)(ii)(A)(6), line 2 from after this date, rely on previous rulings Inc., Newark, NJ
the top of the column, the language?® designations in the Cumulative ListFoundation for Plastic Surgery,
“established on or before a date that i¥f Organizations (Publication 78), or on_ Annandale, VA
60" is corrected to read “established onth® Presumption arising from the filing Francisville Community Development

f h hat is 60" of notices under section 508(b) of the Corporation, Philadelphia, PA
or before the date that is 60 Code. This listing doesot indicate that Frederick Non-Profit Building Supply
8§ 1.6049-5 [Corrected] the organizations have lost their status Inc., Frederick, MD

as organizations described in sectiofrreedoms Choice Inc., Vienna, VA
26. On page 17664, column 1,501(c)(3), eligible to receive deductibleFriends of Carter Barron Cultural Arts

§ 1.6049-5(g)(2), line 2, the languagecontributions. Society, Washington, DC

“holds a valid Form W-8 on a date ) - Friends of Jerusalem Inc., Washington,

that” is corrected to read “holds a valid Former Public Charities The follow- — pc

Form W-8 on the date that". ing organizations (which have beengriends of John Castaldi Foundation
treated as organizations that are not Inc., Philadelphia, PA

§ 1.6050N-1 [Corrected] private foundations described in sectiofkriends of the Palette Place Art Gallery

509(a) of the Code) are now classified |nc. New Brunswick. NJ
27. On page 17664, column 3,35 private foundations: Friends of Saint Andrews Elementary
§ 1.6050N-1(e)(2), line 2, the languagendyentists Womens Coalition, Walla School Trust, Waynesboro, PA
holds a valid Form W-8 on a date \ya|la, WA Frontiers Associates Inc., Norfolk, VA

that” is corrected to read “holds a valid ; : . X
American Counsel Scholarshi
Form W—8 on the date that". p Full Life Incorporated, Annapolis, MD

Foundation Inc., Roseland, NJ Garabed Zambak Memorial Fund,
_ Center for Military History, Los Springfield, PA
§ 31.3406(g)-1 [Corrected] Angeles, CA g Y George Pittas Childrens Foundation Inc.,
28. On page 17665, column 2,Creative Experiences and Children, St.  Rockville, MD
§ 31.3406(g)-1(e), line 10, the language Paul, MN George Washington Carver Vocational
“evidence described in 8 1.6049-pelmiro Garcia Scholarship Foundation, Technical High Schl Foundation Inc.,
5(2)(ii)" is corrected to read “evidence  san Antonio, TX Baltimore, MD

described in 8 1.6049-5(c)(2)(ii)". Giles County Sheriffs Office Canteen,
Pearisburg, VA
Glebe Farm Group, Strausburg, VA

Global Awareness Society, Bloomsburg,

Eastern Shore of Virginia Foundation,
Franktown, VA

§ 301.6114-1 [Corrected] X I .
East Hills Rehabilitation & Fitness

29. On page 17666, column 2, amen- Institute Inc., Johnstown, PA PA

datory instruction 3. underPar. 49 is  Ecomedia, Washington, DC Go Direct. Inc.. Stillwater. OK

corrected to read as follows: Educational Research Institute, Golden Tornado Foundation Inc., Butler,
3. Revising paragraphs (c)(1) and Philadelphia, PA PA

(@) (V). El Campo Memorial Hospital Good News Ministries of America,
The revisions read as follows: Foundation, Inc., EI Campo, TX Philadelphia, PA
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Gopal Charities Food for Life If an organization listed above sub-tion status in the Internal Revenue Bul-

Incorporated, Linthicum, MD mits information that warrants the re-letin.
High West Center of Environmental newal of its classification as a public The following organization, which has
Policy Studies, Flagstaff, AZ charity or as a private operating foundaP@en treated as a private operating foun-
Information Center for Education, tion, the Internal Revenue Service wiljdation described in section 4942(j)(3) of
Dallas, TX issue a ruling or determination letterth® Code, has now been classified as an
Peanut Batter Players, Boulder, CO  jth the revised classification as to_orgafmzagortw_ thatés n<t)t a prl\:jate O'E[’E."t;at'
Pros for Kids, Inc., Scottsdale, AZ foundation status. Grantors and conid foundation. tsrantors and contribu-
Rock County Club, Inc., Beloit, WI tributors may thereafter rely upon sucl"LorS may no longer rely upon rulings or
Shared Medical Research Foundation, ryling or determination letter as pro- ﬁ;‘g{g'r(‘)at'e?gﬁnthafto'ﬂ‘r'%ggﬁn'_Zr";_‘]téogr'sa"_"
Tarzana, CA vided in section 1.509(a)-7 of theﬁization ig' 9 ' g
Sound of Sight Inc., Broomfield, CO  Income Tax Regulations. It is notcitzen Poiicy Research Inc., East
Tom Moore Community Music the practice of the Service to announce panyich, MA
Foundation, Inc., Houston, TX such revised classification of founda-
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Announcement of the Disbarment, Suspension, and Consent to Voluntary
Suspension of Attorneys, Certified Public Accountants, Enrolled Agents and
Enrolled Actuaries From Practice Before the Internal Revenue Service

Under Section 330, Title 31 of theenue Service matter from directly oraccountant, enrolled agent or enrolled
United States Code, the Secretary of thmdirectly employing, accepting assis-actuary, and the date of disbarment or
Treasury, after due notice and opportutance from, being employed by or sharperiod of suspension. This announce-
nity for hearing, is authorized to sus-ing fees with, any practitioner disbarredment will appear in the weekly Bulletin
pend or disbar from practice before theor under suspension from practice befor five successive weeks or as long as
Internal Revenue Service any persoffore the Internal Revenue Service. it is practicable for each attorney, certi-
who has violated the rules and regula- To enable attorneys, certified publicfied public accountant, enrolled agent or
tions governing the recognition of attor-accountants, enrolled agents and erenrolled actuary so suspended or dis-
neys, certified public accountants, enfolled actuaries to identify such dis-barred and will be consolidated and
rolled agents or enrolled actuaries tdarred or suspended practitioners, thpublished in the Cumulative Bulletin.
practice before the Internal Revenudirector of Practice will announce in the After due notice and opportunity for
Service. Internal Revenue Bulletin the names andhearing before an administrative law

Attorneys, certified public accoun- addresses of practitioners who havéudge, the following individuals have
tants, enrolled agents, and enrolled actibeen suspended from such practice, thelreen disbarred from further practice be-
aries are prohibited in any Internal Rev-designation as attorney, certified publidore the Internal Revenue Service:

Name Address Designation Effective Date
Styvaert, Richard San Diego, CA CPA July 5, 1996
Davis Jr., George L. Washington, D.C. Enrolled Agent August 15, 1996

Under 31 Code of Federal Regulaindirectly employing, accepting assis-enrolled agents who have resigned from
tions, Part 10, an enrolled agent in ordetance from, being employed by or sharsuch practice, and date of resignation.
to avoid the institution or conclusion ofing fees with, any enrolled agent whoThis announcement will appear in the
a proceeding for his disbarment or sushas resigned from practice before theveekly Bulletin at the earliest prac-
pension from practice before the Internalnternal Revenue Service. ticable date after such action and will
e S, may e 1 (SS9 To anabe atomeys, cerifed pubicconinue (0 pear i he vickly Bl
Practice, in his discretion may Suspengccountants,_ enrolle_d agents and ertins for five successive vx_/eeks or for as
an enrol,led agent in acco;dance with théOIIed actuaries to identify fprmer en-many weeks as is practlcablg for each
consent offered. folled agents who have resigned fronenrolled agent who has resigned, and

Attorneys, certified public accoun- Practice before the Internal Revenuevill be consolidated and published in
tants, enrolled agents and enrolled actuService, the Director of Practice will the Cumulative Bulletin.
aries are prohibited in any Internal Revannounce in the Internal Revenue Bulle- The following individual has offered
enue Service matter from directly ortin the names and addresses of formeiis resignation as an enrolled agent:

Name Address Date of Resignation

Marchioli, Anthony Dallas, TX July 12, 1996

Under 31 Code of Federal Regulationsgnue Service matter from directly oraccountant, enrolled agent or enrolled
Part 10, an attorney, certified public ac-indirectly employing, accepting assis-actuary, and date or period of suspen-
countant, enrolled agent or enrolled actutance from, being employed by or sharsion. This announcement will appear in
ary, in order to avoid the institution oring fees with, any practitioner disbarredthe weekly Bulletin at the earliest practi-
conclusion of a proceeding for his disbaror suspended from practice before theable date after such action and will
ment or suspension from practice beforénternal Revenue Service. continue to appear in the weekly Bulle-
the Internal Revenue Service, may offer To enable attorneys, certified publictins for five successive weeks or for as
his consent to suspension from such pragccountants, enrolled agents and erinany weeks as is practicable for each
tice. The Director of Practice, in hisrolled actuaries to identify practitionersattorney, certified public accountant, en-
discretion, may suspend an attorney, certiunder consent suspension from practiceolled agent or enrolled actuary so sus-
fied public accountant, enrolled agent olpefore the Internal Revenue Service, theended and will be consolidated and
enrolled actuary in accordance with theDjrector of Practice will announce in thepublished in the Cumulative Bulletin.
consent offered. Internal Revenue Bulletin the names and The following individuals have been

Attorneys, certified public accoun-addresses of practitioners who havelaced under consent suspension from
tants, enrolled agents and enrolled actlbeen suspended from such practice, thefractice before the Internal Revenue
aries are prohibited in any Internal Rev-designation as attorney, certified publicService:
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Name Address Designation Date of Suspension

Berry, James R. Columbus, MO CPA June 5, 1996 to December 4, 1997
Rohner Jr., Richard E. Burr Ridge, IL CPA June 10, 1996 to June 9, 1997

Bova, Robert J. Tampa, FL CPA June 10, 1996 to March 9, 1997
Rines, Robert L. Concord, NH Attorney June 17, 1996 to December 16, 1998
Kimball, Randy Rancho Cucamonga, CA CPA July 1, 1996 to December 31, 1996
Cole, Sherman Oklahoma City, OK CPA July 1, 1996 to March 31, 1997
Barretta, Samuel N. Southfield, Ml Attorney August 1, 1996 to December 31, 1999
Harris, Luis F. Orlando, FL CPA August 1, 1996 to October 31, 1996
Vourvoulias, James Park Ridge, IL CPA August 1, 1996 to October 31, 1996
Swan, Roy E. Salem, OR CPA August 1, 1996 to January 31, 1997
Hamilton, Barry K. Twins Falls, ID CPA August 1, 1996 to September 30, 1996
Horton, Greta Richland, VA CPA Indefinite from August 2, 1996

Addabbo, Marie P.

Crouch Jr., Richard E.
Sanders Jr., Wilfred A.

Perkins, Nancy F.
Nichols, Oliver R.
Winiemko, Ronald C.
Pallman, William F.
Gannon, Martin C.
Andrews, Craig A.

Manchester, CT
Miss’nViejo, CA
Orlando, FL
Apple Valley, MN
Meriden, CT
Sterl'g Hts, Ml
Guilford, CT
Wallingford, CT
Hicksville, OH

Enrolled Agent
CPA
CPA
CPA
CPA
Attorney
CPA
CPA
CPA

September 1, 1996 to May 31, 1997
September 1, 1996 to February 28, 1999
September 1, 1996 to August 31, 1998
September 1, 1996 to November 30, 1996
September 1, 1996 to May 31, 1997
September 1, 1996 to February 28, 1999
September 30, 1996 to January 29, 1997
September 30, 1996 to December 29, 1996
September 30, 1996 to September 29, 1997
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Announcement of the Expedited Suspension of Attorneys, Certified Public
Accountants, Enrolled Agents, and Enrolled Actuaries From Practice Before The
Internal Revenue Service

Under title 31 of the Code of Federalaries are prohibited in any Internal Rev-accountant, enrolled agent or enrolled
Regulations, section 10.76, the Directoenue Service matter from directly oractuary, and date or period of suspen-
of Practice is authorized to immediatelyindirectly employing, accepting assis-sion. This announcement will appear in
suspend from practice before the Internaiance from, being employed by, or sharthe weekly Bulletin at the earliest practi-
Revenue Service any practitioner whoing fees with, any practitioner disbarredcable date after such action and will
within five years, from the date theor suspended from practice before theontinue to appear in the weekly Bulle-
expedited proceeding is instituted, (l)nternal Revenue Service. tins for five successive weeks or for as
has had a license to practice as an To enable attorneys, certified publicmany weeks as is practicable for each
attorney, certified public accountant, oraccountants, enrolled agents, and erattorney, certified public accountant, en-
actuary suspended or revoked for causeolled actuaries to identify practitionersrolled agent, or enrolled actuary so
or (2) has been convicted of any crimeunder expedited suspension from pracsuspended and will be consolidated and
under title 26 of the United States Coddice before the Internal Revenue Servicepublished in the Cumulative Bulletin.
or, of a felony under title 18 of the the Director of Practice will announce in The following individuals have been
United States Code involving dishonestythe Internal Revenue Bulletin the name®laced under suspension from practice
or breach of trust. and addresses of practitioners who havieefore the Internal Revenue Service by

Attorneys, certified public accoun- been suspended from such practice, theiirtue of the expedited proceeding pro-
tants, enrolled agents, and enrolled actwdesignation as attorney, certified publiovisions of the applicable regulations:

Name Address Designation Date of Suspension

Bower, Lewis H. Tampa, FL CPA Indefinite from May 30, 1996
Reiss, Irvin L. Newton, PA CPA Indefinite from June 4, 1996
Reynolds, Mark E. Brownsburg, IN Attorney Indefinite from July 1, 1996
Moore, Philip J. Rome, GA CPA Indefinite from July 10, 1996
Broek, Kevin J. Omaha, NE CPA Indefinite from July 10, 1996
Bein, William Beachwood, OH Attorney Indefinite from August 1, 1996
Henry, Gregory Bradford, PA Attorney Indefinite from August 1, 1996
Sadler, George A. Houston, TX Attorney Indefinite from August 1, 1996
Fuhr 1V, John Henry Dallas, TX CPA Indefinite from August 1, 1996
Rakov, Harris J. Mahwah, NJ Attorney Indefinite from August 1, 1996
Perkell, Mark E. S. Burlington, VT Attorney Indefinite from August 1, 1996
Darrah, Robert J. Neola, IA CPA Indefinite from August 21, 1996
Constantino, Enrico J. Bay Shore, NY Attorney Indefinite from August 27, 1996
VanLoan, Jonathan A. Frazer, PA Attorney Indefinite from August 27, 1996
Bennett, John J. Milford, CT Attorney Indefinite from August 27, 1996
Lavin-Munch, Carole A. Merrionette Pk, IL CPA Indefinite from August 27, 1996
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Definition of Terms

Revenue rulings and revenue procedureis modified because it corrects a pubmore than restate the substance of a
(hereinafter referred to as “rulings”) lished position. (Compare witamplified prior ruling, a combination of terms is
that have an effect on previous rulingsand clarified, above). used. For examplenodified and super-
use the following defined terms to de- Obsoleteddescribes a previously pub-seded describes a situation where the
scribe the effect: lished ruling that is not considered desubstance of a previously published rul-
Amplified describes a situation whereterminative with respect to future transing s being changed in part and is
no change is being made in a priomctions. This term is most commonlycontinued without change in part and it
_publlshed position, but the prior posltlpnused_ in a rylmg that lists previouslyis desired to restate the valid portion of
is being exten_ded_to apply to a varlatl_orpubllshed rulings that are obsoleteq beme previously published ruling in a new
of the fact situation set forth therein.cause of changes in law or regulaﬂonsru"ng that is self contained. In this case
Thus, if an earlier ruling held that aA ruling may also be obsoleted becaUS@ne iousl ; T T g
e . , ; previously published ruling is first
principle applied to A, and the newthe substance has been included in reg\: odified and then. as modified is su-
ruling holds that the same principle alsdations subsequently adopted. ' '
applies to B, the earlier ruling is ampli- Revoked describes situations Whereperseded. ] S .
fied. (Compare withmodified below). the position in the previously published Supplementeds used in situations in
Clarified is used in those instancesruling is not correct and the correctwhich a list, such as a list of the names
where the language in a prior ruling isposition is being stated in the newof countries, is published in a ruling and
being made clear because the languagaling. that list is expanded by adding further
has caused, or may cause, some confu- Supersededdescribes a situation hames in subsequent rulings. After the
sion. It is not used where a position in avhere the new ruling does nothing moredriginal ruling has been supplemented
prior ruling is being changed. than restate the substance and situatigi¢veral times, a new ruling may be
Distinguished describes a situation of a previously published ruling (or Published that includes the list in the
where a ruling mentions a previouslyrulings). Thus, the term is used tooriginal ruling and the additions, and
published ruling and points out an estepublish under the 1986 Code andupersedes all prior rulings in the series.
sential difference between them. regulations the same position published Suspendeds used in rare situations to
Modified is used where the substancainder the 1939 Code and regulationsshow that the previous published rulings
of a previously published position isThe term is also used when it is desiredvill not be applied pending some future
being changed. Thus, if a prior rulingto republish in a single ruling a series ofaction such as the issuance of new or
held that a principle applied to A but notsituations, names, etc., that were previamended regulations, the outcome of
to B, and the new ruling holds that itously published over a period of time incases in litigation, or the outcome of a
applies to both A and B, the prior ruling separate rulings. If the new ruling doesService study.

Abbreviations ER—Employer. PR—Partner.

. o ) ERISA—Employee Retirement Income Security Act. PRS—Partnership.
The following abbreviations in current use and

formerly used will appear in material published in EX—.Exe(.:utor. PTE—Prohibited Transaction Exemption.
the Bulletin. F—Fiduciary. Pub. L—Public Law.
—Indivi FC—Foreign Country.
A—Individual. 9 4 o REIT—Real Estate Investment Trust.
FICA—Federal Insurance Contribution Act.

Acg—Acquiescence.
B—Individual. FISG—Foreign International Sales Company.

BE—Beneficiary. FPH—Foreign Personal Holding Company. Rev. Rul—Revenue Ruling.
BK—Bank. F.R—Federal Register. S—Subsidiary.
B.T.A—Board of Tax Appeals. FUTA—Federal Unemployment Tax Act.
C —Individual. FX—Foreign Corporation.
G.C.M—Chief Counsel's Memorandum.

Rev. Proc—Revenue Procedure.

S.P.R—Statements of Procedural Rules.

Stat—Statutes at Large.

C.B—Cumulative Bulletin. T—Target Corporation.

| i GE—Grantee.
CFR—Code of Federal Regulations. T.C—Tax Court.
Cl—City. GP—General Partner. -
COOR—_Cooperative. GR—Grantor. T.D—Treasury Decision.
Ct.D—Court Decision. IC—Insurance Company. TFE—Transferee.
CY—County. |.R.B—Internal Revenue Bulletin. TFR—Transferor.
D—Decedent. LE—Lessee. T.I.LR—Technical Information Release.
DC—Dummy Corporation. LP—Limited Partner. TP—Taxpayer.
DE—Donee. LR—Lessor. TR_Trust.
Del. Order—Delegation Order. M—Minor.

TT—Trustee.

DISG—Domestic International Sales Corporation.Nonacg—Nonacquiescence.

U.S.C—United States Code.

DR—Donor. O—Organization.
E—Estate. P—Parent Corporation. X—Corporation.
EE—Employee. PHC—Personal Holding Company. Y—Corporation.

E.O—Executive Order.

PO—Possession of the U.S.
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